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AGGREGATE ECONOMIC DATA 


BRIEFS 


NINGXIA INDUSTRIAL PRODUCTION--Ningxia's industrial production continued to 

grow steadily in January and February. Total output value was 14.9 percent 
higher than in the same period last year, while taxes and profits turmed over to 
the state increased by 83.9 percent. Growth in heavy industry was greater 

than in light industry; total output value of the former rose by 18.9 percent 
compared with the same period last year, while that of the latter increased 

by 6.1 percent. The biggest growth during the period was recorded in the 
regional building materials bureau. Railway freight traffic rose by 

140,000 tons--6.3 percent--over the same period last year. [Summary] 

([HK150255 Yinchuan Ningxia Regional Service in Mandarin 2300 GMT 10 Mar 84 HK] 


YUNNAN 1983 INDUSTRIAL PRODUCTLON--The amount of taxes submitted by the state- 
run industrial enterprises in Yunnan Province to the state in 1983 reached 
1.192 billion yuan, an increase of 19.6 percent over 1982. In 1983, some 

1,200 key enterprises in the province were consolidated. Some 100 key enter- 
prises, each of which incurred losses of over 1 million yuan, were all consoli- 
dated. From 1980 to 1983, industrial and communications enterprises in the 
province carried out some 3,000 items otf technological transformation in safety, 
and the total investments reached 1.64 billion yuan. By the end of 1983, the 
majority of these technclogical transformation items had been completed. The 
1983 estimated gross output value of the industrial enterprises in the province 
will be 5.563 billion yuan, an increase of 10.2 percent over 1982. [Summary] 
[Kunming Yunnan Provincial Service in Mandarin 2300 GMT 21 Feb 84 HK] 


YUNNAN JANUARY LNDUSTRIAL PRODUCTLON--According to the statistics compiled by the 
finance department, the gross industrial output value of the state-run industrial 
enterprises throughout Yunnan Province in January was some 430 million yuan, an 
increase of 6.9 percent over January 1983. The amount of taxes submitted in 
January by these enterprises to the state reached some 88 million yuan, an 
increase cf 22.9 percent over the same period last year. The amount of profits 
they made in January was some 31 million yuan, an increase of 35.3 percent over 
January 1983. [Summary] [Kunming Yunnan Provincial Service in Mandarin 1100 GMT 
19 Feb 84 HK] 
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ECONOMIC MANAGEMENT 


PRC JOURNAL: IMPORTANCE “© ™ ESSED 
HK140409 Beijing JINGJI CLA! n 84 3-5 
[Article by Yuan Baohua | fut s 'nto Profit Is an 


- 
| 


Important Economic Tas} 


{Text] Last October, the party Cent mmittee held a seminar to discuss 
economic problems. It was atte responsible comrades of various local- 
ities and departments. t the seminar tw lemly pointed out that a 
large number of state-owned enterprise r y running at a loss, and if 
nothing is done about such a state 0! 7 t will be impossible for our 
country's financial and « take a favorabie turn. Lead- 
ing cadres of various localities a irtments were urged to put the task of 
turning ioss into profit in an immortant place on the agenda and treat it 

as an important task of enterpr! ;olidation 411 trades and profes- 
sions, from production an nstruct t irculation, must vigorously 

grasp the task cf turning los nt rofit ay educe expenses. Industrial 
enterprises were urged to ma n effort to reduce deficit by more than 50 
percent this year as against last year's firure Deficits due to poor oper- 
ation must be basically wiped t rotit-making enterprises must make every 
effort to increase profit and ' bstant reduce loss resulting from the 
Sale of products below cos! ecision is perfectly correct and 
timely. It is of enormou: nificar staining and promoting the steady 


growth of the national econ 


Since the party Centra! Con tee | : e tne call to shift the focus of 
our economic work to improvement its, some localities and 
departments have begun to att ! yrtar to the work of turning loss 
into profit. Many of them have t e f work toward eliminating 
deficits which are due to poor operation the National Conference on 
Industrial and Communication Work put forwa! ch a call in March last year. 
After the National Symposium on ! : munication Work last 
August, 25 provinces, municipaliti: : refectures, and 23 departments under 
the State Council also held their ow : ms separately. Some of them 
even specifically held meetings to ¢ : the issue of turning loss into 
profit. They conscientiously studi t t ' enterprise consolidation 
and of switching from loss into profit ) ed plat targets and require- 
ments for stopping loss, and formulate: of policies and measures for 
making up deficits, thus pivin e development of this 


work. Some achievements hav: ee! etwer uary and October last 








year, state-owned industrial enterprises covered by the state budget, that 
ran at a loss, dropped from 28.2 percent in the corresponding period of the 
preceding year to 18.5 percent, while deficits were reduced by 27.2 percent. 
Among those enterprises directly under various departments of the State Coun- 
cil which reduced deficits by more than *0 percent, were the hydroelectric, 
petroleum, chemical, pharmaceutical, aviation, nuclear engineering, space 
aviation, electronic and shiptuilding industries. Fourteen provinces and 
municipalities, including Shanxi, Gansu, Jilin, Henan, Shaanxi, Shanghai, 
Liaoning, Hebei, Hubei, Jiangxi, Shandong, Fujian, Guizhou and Xinjiang, 
reduced deficits by more than 30 percent. Among them, Shanxi reduced 
deficits by 56.9 percent, Gansu by 53.5 percent, Jilin by 53 percent, Henan 
by 52.9 percent, Shaanxi by 45.1 percent, Hebei by 43.3 percent, and Liaoning 
by 41.4 percent. The following are some of the chief characteristics shared 
by those units that have done a good job and achieved satisfactory results: 


1. The leading cacres at various levels are full of confidence and personally 
responsible for the work of turning loss into profit. In Jilin, Henan, Liaon- 
ing and Shandong Provinces and in the departments of machine-building and 
chemical industries, a provincial responsible comrades was specifically as- 
signed to the task of making up deticits. In the provinces, it was the 
governor; in the municipalities, .t was the mayor; in the departments, it 

was the director; and in the factories, it was the manager. In Jilin Pro- 
vince, the Secretary of the provincial CPC committee personally took care of 
the work. Under his leadership, the departments concerned were organized to 
look into the situation in each of the enterprises that ran at a loss. Plans 
for making up deficits were drawn up and leading cadres at all levels were 
assigned specific tasks. In 1982, the province reduced deficits by 26.3 per- 
cent. Between January and October last year, it further reduced deficits by 
53 percent. In Shandong Province, the principal responsible comrade insisted 
on hearing reports on the work of making up deficits in the departments con- 
cerned once every 10 days and on checking up on the progress of work once 
every month. Leading comrades at all levels were organized to assume per- 
sonal responsibility over the work of making up deficits in 495 enterprises. 
In 1982, the industrial enterprises in this province reduced deficits by 

41.6 percent. Between January and October last year, they further reduced 
deficits by 56.9 percent. 


2. Special attention was paid to the key trades and the major profit-making 
units and units that ran at a loss. For example. Shandong Province focused 
its attention on the coal, first light, metallurgical and chemical industries 
and on enterprises with annual deficits running in excess of 1 million yuan. 
Tasks for making up deficits were assigned to each level from the top down. 
They were told to tackle problems one at a time and not to let go until the 
problem was solved. The Ministry of Machine-Building focused its attention 
on 10 major units with deficits of over 3 million yuan each. Its subordinate 
departments and bureaus separately grasped 79 major units with deficits of 
over 1 million yuan each and 74 major units which made protits of between 5 
and 10 million yuan each. Figures of profit or loss were compiled every 
month and published once every 3 months. In addition, responsible comrades 
also went down to the lower levels to supervise work. By October last year, 
32 of the 79 major units with deficits of over 1 million each made up 








deficits. Units within the system that ran at a loss dropped by 57 percent 
compared with the same period of the preceding year, and deficits were reduced 
by 64.8 percent. 


3. A system of responsibility for consolidating enterprises and turning loss 
into profit was instituted at all levels. In many localities, a system of 
personal responsibility was instituted at all levels, and action was taken 
against those who failed to fulfill the task of making up deficits assigned 

to them. In this way, the task was solidly carried out. For example, the 
Liaoning Provincial CPC Committee announced that leading cadres of enter- 
prises that ran at a loss should either resign or be relieved of their duties 
on the spot if they failed to make up deficits when the conditions existed. 
They would not be offered another post elsewhere so they could continue to 

play “official.” In line with this regulation, dozens of people were relieved 
of their duties on the spot and dismissed last year. This produced a great inm- 
pact on the enterprises and strongly impelled them to unfold the work of 
turning loss into profit. By the end of October, industrial enterprises 

that ran at a ioss dropped by 53 percent compared with the same period of the 
preceding year, and deficits were reduced by 41.1 percent. In Hebei Province, 
the responsible persons of 15 prefectures and cities, 8 departments and bureause 
and 75 major units that ran at a loss submitted a "military pledge" to the pro- 
vincial authorities, pledging that they would willingly accept such forms of 
punishment as demtion or salary cuts, or even resign of their own accord if 
they failed to make up deficits within the specified time. Between January 

and October last year, the province made up deficits by 43.3 percent. 


4. Policies for rewards and penalties were instituted for making up deficits 
and increasing profits. For example, enterprises that fail to fulfill the 
task of making up deficits will not be issued any bonus and will not be al- 
located any funds for the time being. At times, portions of the basic wages 
will also be withheld. Enterprises that exceed the planned deficit will not 
get any subsidies from the financial authorities or loans from the bank. 

They must use their own funds to make good the loss. Enterprises that are 
poorly managed, which turn out unsaleable products, and which hold no pros- 
pects for transforracion must definitely close down and suspend operation. 
Enterprises that run at a loss due to policy should strive to reduce deficits 
in a proportionate way. No subsidies will be given for any further increase 
in deficit. Enterprises that make up deficits ahead of schedule are entitled 
to a share of the amount of deficit reduced, and taxes may be reduced at dis- 
cretion as well. These policies of rewarding the good and punishing the bad 
embody the principle of giving the enterprises pressure and drive, and play a 
very useful role in propelling the work of turning loss into profit in enter- 
prises. 


The above serves to show that the task of turning loss into profit can pro- 
duce remarkable results if it is grasped in earnest. It makes a world of dif- 
ference whether or not we pay attention to this task. If all trades and pro- 
fessions grasp this task in earnest, it is possible for us to increase state 
revenue by several billion yuan in a year. 


Viewed as a whole, the development of the task of turning loss into profit can 
produce remarkable results if it is grasped in earnest. It makes a world of 








difference whether or not we pay attention to this task. If all trades and 
professions grasp this task in earnest, it is possible for us to increase 
state revenue by several billion yuan in a year. 


Viewed as a whole, the development of the task of turning loss into profit in 
the country is rather unablanced. In the industrial field, local enterprises 
seem to have done a better job in reducing deficits than those directly under 
the central departments, and military enterprises seem to fare better than 
their civilian counterparts. The departments of commerce, grain, supply and 
marketing, and foreign trade have not grasped the work of turning loss into 
profit well. Protlems abound and deficits are quite huge. In particular, 
some comrades still entertain the erroneous ideas that “deficits are unavoid- 
able" and “deficits are justifiable." We must make an earnest effort to over- 
come these obstacles which will hinder us from doing a good job of turning 
loss into profit. This year, all departments, localities and enterprises 
must, with a high sense of responsibility and a solemn and earnest attitude, 
vigorously grasp the consolidation of enterprises, improve management and 
operation, strive to improve the quality of products, increase the produc- 
tion of marketable goods, practice strict economy, increase profit, and guar- 
antee the fulfillment and overfulfillment of targets for reducing deficit and 
increasing profit assigned by the state. In order to do this work well, we 
must: 


First, strengthen leadership and institute a system of responsibility for 
turning loss into profit at all levels. In unfolding the work of turning 
loss into profit, as in controlling the scale of capital construction, it is 
necessary to iustitute a system of responsibility among leading cadres. All 
departmerts and localities must put the task of turning loss into profit in 
an important place on the agenda, analyze the situation from time to time, 
and promptly study and solve problems under the leadership of a principal 
responsible comrade. Those who run the enterprises must shoulder financial 
responsibilities. In the past, the central departments ran the enterprises 
but did not shoulder financial responsibilities. We must change this situ- 
ation. The farm reclamation enterprises had been running at a loss for many 
years, but the problem was solved as soon as the contract system was intro- 
duced. One of the reasons why local enterprises have done better than enter- 
prises directly under the central departments in making up deficits is that 
the former shoulder financial responsibilities. Thus, it is necessary to 
institute a system of division of labor and responsibility for each level in 
the departments in charge of the running of the enterprises and in other de- 
partments concerned, such as the planning committee, the economic committec, 
and the financial department. With responsibility clearly defined and by 
grasping the work in earnest, positive results can be achieved. The respon- 
sible comrades of those trades, enterprises, and departments that have huge 
deficits must personally grasp the work of making up deficits. If problems 
abound, [words indistinct] take work groups down to the lower levels and give 
the enterprises concrete help in solving these problems. 


Second, teke turning loss into profit as an important task of enterprise con- 
solidation. The starting point and objective of enterprise consolidation is 
to improve economic results. We wust work in a down-to-earth manner and do 











a good job of the all-round consolidation of enterprises. The fundamental 
way to turn loss into profit and improve economic results as quickly as pos- 
sible is through efforts to improve the quality of enterprises. All depart- 
ments and localities must incorporate the consoliation of enterprises that 
run at a loss into their plans and make it the focal point of the all-round 
consolidation of enterprises. Whether or not an enterprise succeeds in re- 
ducing its deficit and increasing profits is an important yardstick of con- 
solidation. In the major deficit units, in particular, it is necessary to 
carry out consolidation with concencrated efforts. The key t» consolidation 
{words indistinct] readjustment of the leading group of the enterprise. The 
department in charge must first of all readjust the leading groups of those 
enterprises which are poorly managed and extremely wasteful, and which have 
long run at a loss. Incompetent cadres must be relieved of their duties and 
dismissed on the spot. We must not "send an ever-defeated general on an ex- 
pedition" and [word indistinct] losing battles. When leading groups are 
formed, we must give them a free hand in grasping the work of consoliating 
and turning loss into profit. To these newly-formed leading groups, this is 
a test in itself. The department in charge should seni responsi>dle cadres 
to key enterprises that run at a loss, whose consolidation is too big a task 
for their leading groups. These cadres will take over the work and will 
strive to make up deficits while carrying out consolidation so that no time 
is lost. We must concretely analyze and diagnose the situation -n the major 
profit-making units or units that run at a loss, help the enterprises find 
out what caused them to lose money, propose targets for reducing deficit and 
increasing profit, formulate measures, and tackle »roblems and impiement the 
task at each level. 


Third, give those enterprises that run at a loss both pressure and drive, and 
formulate policies and measures that can accelerate the pace of turning loss 
into profit. According to the experience of various localities, the follow- 
ing are some of the more effective policies and measures: 1) Enterprises that 
run at a loss due to poor operation are required to make up deficits within 

a specified time. Those that can make up deficits ahead of schedule will 

get full deficit subsidies for that year. Those that fail to do so w’il not 
be issued such subsidies, or bonuses. There will be no wage adjustment. and 
they will have to close down, suspend operation, merge with others, or switch 
to the manufacture of other products. 2) While taking into account the inter- 
ests of the state, the collective and the individual workers, small enterprises 
that have been running at a loss for years are instructed to institute a sys- 
tem of responsibility for collective contracting. They are responsible for 
their own profit and loss and are exempted from income tax for a year. 

3) Fixed subsidies are given to mits that run at a loss due to policy or 
other special reasons. An enterprise that succeeds in making up deficits 

is entitled to a share of the deficits reduced, but will not get any sub- 
sidies for further increasing the deficits. 4) Industrial enterprises that 
incur deficits after 29 September 1983 when the Ministry of Finance and the 
State Economic Commission made known the deficit reduction target for them, 
will not get any subsidies from the financial authorities. The same goes 

for enterprises that have further increased their deficits. 5) If an enter- 
prise that manufactures products in short supply which are urgently needed on 
the market runs into deficits due to the lack of complete sets of equipment 
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strive to achieve positive results as quickly as possible. In the tough 
battle to turn loss into profit, the vast number of workers on the economic 
front must carry forward the spirit of the working class as masters of the 
country, work with one heart and one mind, suggest ways and means, work hard 
and perseveringly, and guarantee the fulfillment and overfulfillment of this 
year's plan for making up deficits and increasing profits. 
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JINGJI GUANLI ON QUALITY OF ENTERPRISES 
HK200833 Beijing JINGJI GUANGLI in Chinese No 1, 5 Jan 84 pp 11-16 


{Article by the Industrial Economic Research Institute of the Chinese Academy 
of Social Sciences: "Ten Proposals concerning Improvements to the Quality of 
Industrial Enterprises Under the System of Ownership by the Whole People"-- 
passages within slantlines published in boldface] 


[Text] Editor's note: The question of how to improve the quality of enter- 
prises is being widely discussed at present. Improving the quality of enter- 
prises by necessity requires the carrying out of a series of vital reforms to 
the system of economic management. The Industrial Economic Research Institute 
of the Chinese Academy of Social Sciences has put forward 10 proposals for 
doing this. We would welcome the opinions of our readers. In particular 
leading comrades in enterprises, as to wehther these proposals seem reasonable 
and feasible and which of them should be altered or improved so that these 
opinions might be collected together and handed over to the Industrial Economic 
Institute for study and so that some might be selected for publication in 
this magazine. [End editor's note] 


Industrial enterprises under ownership by the whole people represent the foun- 
dation for China's achievement of socialist modernization. In order to change 
the backward nature of China's economy, the state must centralize funds and 
construct in a planned and focused way a series of backbone enterprises. What 
is even more important is to adopt decisive measures to improve the quality 

of existing enterprises. This is one of the two fundamental tasks facing in- 
dustrial modernization in China over the next 20 years. 


After 30 years of construction and development, Chinese industry has already 
reached definite proport‘ons in terms of quantity, but the quality of most en- 
terprises is not high ana -‘onomic results are very lacking and not in line 
with the demands of domestic and external trends. If this question is not 
solved in a fundamental way, then the four modernizations are in danger of 
being just empty words. 


The quality of enterprises is a qualitative concept, and it represents the 
synthesis of the various intensional factors which determine the size of the 
active capacity and capability of an enterprise. In essence, these intensional 
factors are the various essential factors which make up the productive forces 








of an enterprise, namely, the quality of the workers, the quality of the means 
of labor, and the quality of the target of labor. It also includes two inm- 
portant nonmaterial factors of the productive forces, namely, the quality of 
technology and the quality of management. Technological quality in its broad- 
est sense must be embodied in the technological standards of the workers, the 
means of labor, and the target oi labor--the three material factors--and thus 
the way to improve the quality of enterprises can be summarized as improving 
the quality of the four important factors of the workers, the means of labor, 
the target of labor, and management. If we talk of the technoloigcal quality 
in its narrowest sense, it does not include the technological standards of 
pecple; it only includes the means or labor and the target of labor (from the 
raw materials to the manufactured product). In this sense, the way to improve 
the quality of enterprises can be summarized as being improvements to the 
quality of personnel, technology, and management. 


Improvements to the quality of enterprises must depend first and foremost on 
the efforts of the enterprise itself. However, socialist enterprises founded 
on the system of public ownership, especially enterprises under ownership 

by the whole people, must inevitably see their activities submit to the re- 
strictions of the state's system of economic management. As a result, im- 
provements to the quality of enterprises also require solutions to problems 
relating to conditions external to the enterprises. Thus, there is a need 

to simultaneously reform the industrial management system and define a system 
of management responsibility for industrial enterprises which integrates re- 
sponsibility, rights, and duties so as to create conditions in which there is 
an external pressure and an internal motive force and thereby ensure that im- 
proving the quality of enterprises becomes the conscious and automatic behavior 
on the part of the enterprises. 


We believe that the following 10 measures should be adopted to handle the task 
of improving the quality of enterprises. 


/First, draw up different forms of management and establish different systems 
of management responsibility on the basis of the differing nature and scale 
of the various industrial enterprises under the system of ownership by the 
whole people. / 


The first kind is “ownership by the whole people and state management." 


The kinds of enterprises included in this form are such things as the railways, 
civil aviation, postal communications, electrical power, and other industrial 
and communications industries which must be directly controlled by the state. 
Thus, there should be direct state management, while duties are defined by 

the state and passed down in the form of command planning, with a system of 
responsibility for profits and losses in the enterprises being implemented. 
Within the enterprises, a strict system of econonic responsibility should be 
implemented and rewards and penalties should be given out according to the 
extent to which workers’ duties are satisfactorily carried out. 


The second kind is "ownership by all the people and collective management." 


10 








The vast majority of enterprises throughout the country can implement this 
kind of management style, whereby the state instructs the entire working body 
of the enterprises under ownership by the whole people to take on the respon- 
sibility for management and administration. The enterprises will have suit- 
ably independent production and management rights, and apart from implementing 
the production orders issued by the state in the form of command planning 

the enterprises may have the right to make their own management policies ac- 
cording to state guidance planning and market demands and then bear the respon- 
sibility for the results of such management. After such costs as taxation to 
the state as required and used up funds (including fixed assets and circulat- 
ing funds), the enterprise will be responsible itself for profits and losses. 


The third kind is “ownership by the whole people and contract management." 


This kind of transitional form of management is a kind of contract management 
for enterprises with few funds, small in scale, and in which the workers col- 
lectively undertake contract management. 


/Second, define the state's system of administrative leadership of the enter- 
prises and the leadership system within the enterprises on the basis of the 
division of labor between the party, the government, and the enterprises and 
on the basis of the principles of the system of democratic centralization. / 


The state's administrative leadership of the enterprises must involve imple- 
mentation of a system with a top leader--in other words, leadership by com- 
petent authorities--while the enterprises are directly responsible to the 
competent authorities. In addition to those sectors such as taxation and 
banking which set up direct relations with enterprises, all orders from de- 
partments of functional management of the state issued for the enterprises 
must, without exception, pass through the competent authorities’ "funnel." 
All stipulation from functional departments which are mutually contradictory 
will require coordination between the competent authorities and the relevant 
departments. Afterward, there then may be the unanimous passing on of such 
directives or stipulations. 


The main powers of authority of the enterprises’ competent authorities are 

1. To pass on plans and various orders which have undergone comprehensive 
evaluation and balancing. 2. To appoint the main responsible persons in 

the enterprises. 3. To maintain surveillance of enterprises and ensure that 
they implement the policies and commands stipulated by the state [word indis- 
tinct] to coordinate relations between enterprises. 


The enterprises’ competent authorities have powers over the enterprises; they 
also have responsibilities and duties. It is necessary to define duties 

which match their powers of authority. For example, they have the power to 
issue command tasks and, at the same time, they have a responsibility to guar- 
antee material resources and so on for the tasks that the enterprises are to 
complete. 


In order to streamline the administrative structure, the large majority of 
common inter-enterprise tasks which at present [are] borne by the government 
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competent authorities, such as technological standards, the stipulation of 
plans for technological transformations in businesses, quality evaluations, 
the propagation of advanced experiences, personnel training, market investi- 
gations and predictions, price coordination, the organization of production 
coordination, and so on, can be handled by establishing all kinds of business 
associations, and thus enterprises involved in the associations would be demo- 
cratically run. Some work could be handled by the business associations draw- 
ing up plans and informing the competent authorities in order to obtain ap- 
proval for implementation. 


Within enterprises, a leadership system that is both democratic and central- 
ized should be se. up according to the principles of the system of democratic 
centralization. Enterprises carrying out “ownership by the whole people and 
collective management" should have the workers’ representative congress as 
their highest body of authority, and this should exercise policymaking and 
management powers for production management, within the sphere of state laws 
and the guidance of state planning. 


The foreman (or manager) of an enterprise has a double status. He receives 
the orders of the state (through the competent authorities) and is responsible 
for managing the enterprise. In addition, he must also be responsible for 
the workers" representative congress. As a result, his selection is also re- 
stricted in two ways: If he is elected democratically by the workers’ repre- 
sentative congress, the competent authorities must be informed in order to 
check the appointment. If he is selected by the competent authorities, he 
must be approved by the workers’ representative congress after a period of 
work in the enterprise. The foreman must have a set term of office; during 
that term of office, the higher competent authorities cannot arbitrarily move 
him. If he is moved, they must seek the agreement of the workers’ represen- 
tative congress. 


Production management policies in enterprises require the foreman to propose 
plans which are then discussed by the workers’ representative congress and 
then implemented by the foreman. Daily production and administrative work 
is directed in a centralized way by the enterprise foreman. If there are 
differences of opinion between the foreman and the workers’ representative 
congress, the higher competent authorities will adjudicate. 


Party leadership of the enterprises is embodied in the enterprises’ party 
organization's ideological and political leadership of the enterprises, but 
even more importantly it is embodied in the administrative leadership of the 
higher competent authorities. Hence, the higher competent authorities work 
under the leadership of an even higher level of party organizations. The 
tasks of the enterprises’ party organization are to carry out ideological and 
politicai guidance in the enterprises and to supervise the implementation prin- 
ciples and policies of the party and state. It does not directly participate 
in production administration and management work in the enterprises. However, 
it does iiave the right to gain a deep insight into enterprise work and to 
carry out investigations and research, and if things are in line with the 
princip] and policies of the state and the party, then mobilization of all 
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party members will ensure mobilization of all workers and thus guarantee im- 
plementation. If things are not in line with the principles and policies of 
the state and party, then the supervisory and surveillance role will be inm- 
plemented and criticism and cessation will be ensured. The foreman and the 
workers’ representative congress must respect the leadership of the party 
organization in the enterprise, and if differences of opinion occur with 

the party organization in the enterprises, then the higher competent authori- 
ties will adjudicate. 


The implementation of a legal system means that in legal terms, the enter- 
prise is the juridical person, while the foreman, authorized by the workers' 
representative congress, is the representative of the juridical person and 
assumes the duties and rights of the juridical person. 


/Third, uphold the principle of the planned economy as central and market ad- 
justments as supplementary and define the enterprises’ suitably independent 
production and management powers. / 


State planning is divided into command and guidance planning; at the same time, 
it permits market adjustments outside planning. Enterprises under “ownership 
by the whole people and collective management" have a duty to guarantee quality 
and quantity and to complete the state's command tasks on time. However, in 
order to implement the principle of integrated duties, rights, and interests, 
state command planning should simultaneously issue commands to production en- 
terprises and circulation sectors, and contracts signed between production en- 
terprises and circulation sectors should be jointly respected and implemented. 


On the premise of guaranteeing the completion of the state's command planning 
tasks, enterprises have the right to consult and refer to guidance planning 
and market demands and to draw up management policies and to, themselves, draw 
up production and sales plans outside of command planning. 


Apart from planned guarantees for key supplies, a portion of the material re- 
sources controlled by the state shovld be supplied outside of planning so as 

to satisfy demand for material resources by enterprises organizing production 
outside command planning tasks. In addition, it should be permitted for en- 

terprises to provide each other with production-excess material resources so 

as to complete command planning tasks. 


The state implements three kinds of price systems (fixed prices, floating prices, 
and free prices). Fixed prices are fixed by the state. It should be permitted 
that the prices of floating-priced products may, within the sphere of flotation, 
be fixed by consulation at the business associations. Prices of free prices 

may be fixed by enterprises. 


The state only checks and verifies the enterprise's completion of command tasks, 
while other tasks are only directive tasks and the enterprises are encouraged 

to implement them. The state adjusts enterprise production by means of product 
tax rates and price adjustments. 
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/Fourth, comprehensively implement the system of tax replacing profit and 
correctly handle the relationship between state, enterprises, and workers’ 
interests. / 


There should be no difference between taxation for collective enterprises and 
those under ownership by the whole people, and the regulatory role that taxa- 
tion has on production and circulation should be exploited. The basic differ- 
ence between collective enterprises and those under ownership by the whole 
pecple is the difference in ownership rights of the production funds. In addi- 
tion, the distribution of profits differs in collective enterprises and those 
under ownership by the whole people in that the latter uses state funds and 
must hand over fund utilization fees to the state. These fees are different 
from state taxes, 


Production funds under ownership by the whole people (incliding fixed assets 
and circulating funds) should be managed in a unified way by setting up speci- 
alized banks (industrial and commercial banks). With the establishment of a 
bank to be responsible for the management of capital construction funds, all 
investments after an enterprise is established enter the industrial commer- 
cial bank, and the industrial commercial bank charges the enterprise. Short- 
term loans made by the enterprise are also handled by the industrial commer- 
cial bank, and thus there is unified control of the enterprise's funds. 


The state outlines different standards for production fund charges for differ- 
ing kinds of businesses; at the same time, the state must also outline differ- 
ent charge levels depending on the organic structure of the enterprises, and 
thus regulate the enterprise's differential profits. In order to encourage 
enterprises to carry out technoloigcal transformations, certain methods of 

tax reduction can be implemented, 


Apart from ensuring financial revenue for the state, state taxation of enter- 
prises is more importantly designed to be used as an economic lever. Product 
taxes should be used to coordinate prices and to regulate enterprise produc- 
tion, resources tax and land tax should be used to regulate enterprises’ dif- 
ferential profits, while income tax should be used to regulate enterprises' 
differential profits, while income tax should be used to regulate enterprises’ 
consumption funds. 


After an enterprise has handed over production fund utilization fees and vari- 
ous other taxes, income profits should become a proportion of the newly in- 
creased value (net production value) created by the enterprise. One portion 
of the enterprise's income profits is "enterprise construction funds" and is 
used for improving production and technological conditions; another portion 

is "enterprise consumption funds" and is distributed according to labor within 
the enterprise. These two portions will both rise and fall along with the 
newly increased value created by the enterprise. 


After the implementation of fund charges and taxation replacing profits, fixed 
assets depreciation in the enterprises is no longer paid to the state. The 
state does not restrict increases in the enterprise's depreciation rate; on 
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the contrary, in order to promote technological transformations, the state 
must outline standards for the minimum depreciation rate to be attained by 
enterprises, differing depending on the enterprise and business involved. In 
addition, the state must supervise and be sure that these levels are attained. 


/Fifth, implement two levels of distribution according to labor, ensure that 
workers’ incomes are linked to the fruits of enterprise production management 
and also to the contributions of individual workers./ 


The socialist state implements a planned economy and must control the propor- 
tion of the national revenue used up by consumption funds. As far as the 
enterprises are concerned, this means, in concrete terms, that the propor- 
tion which enterprise consumption funds (including wage, bonus, and welfare 
funds) use up of the enterprise's net production value must be controlled. 

As a result of calculations, the state may draw up specifications for the 
above kinds of proportions for differing businesses and differing kinds of 
enterprises. Regardless of the size of an enterprise's profits, the total 
amount of consumption funds for workers should not exceed the above propor- 
tions. When the net production value of an enterprise is large, the total 
figure for consumption funds is also large, and this illustrates the principle 
in enterprises of more work, more income; less work, less income. 


The state does not have to intervene in how an enterprise's consumption funds 
are distributed within the enterprise. The state sets unified standards for 
basic wages, and these are the minimum legally set standards; the enterprise 
must implement them. As the national economy develops, the state readjusts 
basic wage standards for every 5-year plan and universally raises the level 
of income for workers, Fixed level, raising level, and floating portions of 
wages (in luding all allowances, bonuses, and extra dividends) are determined 
by the encerprise from within the total figure of consumption funds. 


The progressive income tax levied on enterprises’ consumption funds by the 


state are paid by the enterprise. 


Labor insurance for workers is paid by the enterprise and the state social 
insurance bodies extend retirement payments. 


Retirement payments are readjusted every 5 years along with readjustments made 
to the basic wage standards, 


/Sixth, establish comprehensive work personnel management and improve the 
quality of enterprise workers. / 


The production, technological, and economic activities of enterprises depend 
on people to be performed. The central link in improving the quality of en- 
terprises lies in improving the quality of workers. The enterprises should 
establish a comprehensive labor personnel management system which takes as 

its central aim the mobilizaiton of workers’ enthusiasm and improving labor 
productivity, integrating the management of administrative cadres and workers 
as well as integrating political and ideological education of the workers with 
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specialized technvloigcal training and integrating the recruitment, alloca- 
tion, training, promotion, and awarding of bonuses and penalities, thereby 
correctly handling labor organization, labor protection, and labor insurance 
so as to achieve a comprehensive management of personnel. Under the leader- 
ship of the foreman, an enterprise shouid create positions, such as personnel 
deputy foreman or personnel assistants, to be responsible for and handle this 
kind of work. 


The quality of the leading cadre groups in enterprises represents an important 
part of the quality of the work force. Enterprise foremen should understand 
economic management and should have knowledge and practical experience in pro- 
duction technology in their own area of business. In addition, they should 
have fairly high ideological and political standards, be shrewd and capable, 
and have organizational ability. There should be planned training of foremen 
for small, medium, and large-scale enterprises so that within a few years, 
they may reach secondary and university level specialization, respectively, 

as well as possess titles of assistant economist, economist, and high-level 
economist, respectively. Some foreman who have a grasp of production technol- 
ogy in their own line of business and who have technological training, should 
also systematically study economic management so as to strive to gain both 
technological and economic status. The party secretaries in enterprises should 
have high Marxist standards. At the same time, they should understand the 
production technology of their particular enterprise as well as have knowledge 
of economic management. Where conditions permit, they should also gain pro- 
fessional status. 


Improving the quality of the work force also includes improving the political 
and ideological quality of the workers as well as the quality of their produc- 
tion technology and cultural standards. Political and ideological education 
must be carried out throughout the year. Training in production technology 
should be planned in the long term, Technologically trained workers should 

be brought up to secondary high school and secondary specialized standards 

in phases, while in the case of the small number of enterprises with high 
technoloigcal requirements, these workers should be brought up to university 
specialized levels. In the future, technological workers in enterprises should 
mainly come from technical schools or should be sent to the enterprises after 
undergoing training at labor service companies. 


Enterprises may practice en integration of the fixed wage system, the contract 
wage system, and the temporary worker system. Fixed wage workers are the 

basic workers in an enterprise, while temporary workers who prove themselves 

to be good can be adapted to the contract wage system, and contract wage 
workers who prove themselves to be good can be changed to being fixed wage 
workers. Fixed wage workers, contract wage workers, and temporary wage workers 
should receive the same work and the same wage, but there should be differences 
in their democratic rights and welfare treatment. For example, official workers 
can be selected to be official representatives to the workers' representative 
congress, while contract wage workers can only be nonvoting representatives, 
and so on. Only in this way can the workers be encouraged to actively improve 
their own ideological, political and technological standards. 
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The enterprises should have the right to selectively employ workers and dis- 
miss and expell workers. As far as the dismissal or punishment of workers 
is concerned, fixed wage workers can be relegated to contract wage workers 
and contract wage workers can be relegated to temporary workers. 


Bearing in mind the state's unified standards for the basic wage, enterprises 
decide on their own the form of wages to be paid and the kind of bonus schemes 
available, depending on the state of their management and administration. The 
make-up of workers’ wages in enterprises should generally include: 1) A 

basic wage (a wage as determined by the state to guarantee the worker his or 
her basic living needs); 2) a floating wage (floating depending on the state 

of the enterprise's management and administration); 3) subsidies (allowances 
for particular production jobs); 4) bonuses (bonuses for work exceeding quotas 
or outstanding contributions). Some enterprises can also implement the labor 
share-out bonus scheme. 





Large-scale enterprises should establish worker training centers, while medium 
and small-scale enterprises should set up independent centers, and when they 
are having difficulties, they may set up such centers jointly or arrange for 
the higher competent authorities or business associations to set them up 
jointly. 


Enterprises should integrate the use, allocation, checking, training, awarding 
of bonuses and penalties, promotion, and relegation of workers to ensure that 
all workers work and study hard and make the most of their talents so that they 
all improve and forge ahead with suitable renumeration. 


/Seventh, establish comprehenisve management of technology and quality, imple- 
ment planned technoloigcal transformations, and improve the quality of tech- 
nology in enterprises./ 


The variety and quality of products represent an important indicator of an en- 
terprise's ability to produce goods to satisfy social demand. Enterprises 
should take development of product variety and improvements in product quality 
as their aim and establish a comprehensive technology and quality management 
system. Under the leadership of the foreman, an enterprise should set up 
technology and quality management work overseen by the chief engineer. 


Every enterprise should have its own development plans for new products, and 
each enterprise should work toward "the production of one batch, test nanufac- 
ture of one batch, and research of one batch" with definite technoloigcal re- 
serves. Thus, enterprises should establish bodies to deal with the develop- 
ment of new products, and where conditions enable it, enterprises should also 
establish scientific research centers, 


Every enterprise should have a quality guarantee system to integrate the 
special characteristics of its own production technology. Also, there should 
be successful quality management of product research and design, manufacturing, 
and technological preparations for production so as to strengthen domestic 
and international competitiveness. 
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The main ways for an enterprise to improve product quality and develop new 
products are by formulating a technological management system for complete 
sets and successfully carrying out technological renovation wer. and tech- 
nological transformations. Enterprises should introduce advanced and appli- 
cabie foreign technology in a planned and focused way, but they should still 
mainly rely on their cwn strength to successfully carry out technological 
transformation, equipment renovation, and technological improvements. At 
the same time, they should also work toward digesting, absorbing, and propa- 
gating new technology so as to speed up improvements in technological stand- 
ards and the formation of production capacity. 


/Eighth, establish comprehensive economic business accounting and improve 
the economic results of enterprises./ 


Overall technology and quality management is the implementation of compre- 
hensive management from the point of view of use value, while overall economic 
business accounting is the implementation of comprehensive management from 
the point of view of improving economic results. In the final analysis, 

the quality of an enterprise is manifested in the extent of its economic re- 
sults. Enterprises should establish overall economic business accounting 
systems with the aim of improving economic results (including social results 
and profits for the enterprise itself). Under the leadership of the foreman, 
the enterprise should establish overall economic business accounting headed 
by the chief accountant. 


Every enterprise must carry out business accounting and must strive for eco- 
nomic results in every phase, from product design, the purchase of raw mater- 
ials, the preparation of equipment and technoloigcal equipment, and the manu- 
facture and packaging of products right up to technoloigcal services after 
product sales, 


Every enterprise should establish target production costs and implement three 
levels of economic business accounting, namely, the factory section (including 
administrative and technical offices), the work shops, and teams and groups. 
Where possible, work shops should carry out independent business accounting 
for production costs and profits. 


All workers in an enterprise and all management sectors in an entire factory 
should establish a system of economic responsibility and should participate 
in economic business accounting, frequently carrying out analyses of economic 
results of the enterprise from the point of view of material benefits and re- 
ceive various benefits depending on the size of their contributions. 


In the past, some enterprises which had shown profits had been relying on low- 

priced raw materials and energy and fairly low wages to achieve these profits. 

After changes in these objective conditions, in order to improve their ability 

to handle contingencies, enterprises must improve economic business accounting 

and focus on decreasing material consumption, production costs, and enterprise 

management costs. They should not depend on increasing prices in order to con- 
ceal technological and management backwardness. 
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/Ninth, establish overall planning management and improve enterprise standards 
of management and administration./ 


The standard of enterprise planning work represents an overall illustration 
of the quality of management ard administration in that enterprise. The ger- 
eral aim of enterprise production management is the general aim of enterprise 
planning. Enterprises should establish an overall system of planning manage- 
ment with the aim of perfecting management and administration. Under the 
leadership of the foreman, the enterprise should establish production manage- 
ment and planning work guided by the chief economist in the enterprise. 


Enterprises should establish a management concept and, under the guidance 

of state planning, they should carry out market investigations and predictions 
and take accurate and both long- and short-term management policies, using 
planning to organize together the various areas of work in the enterprise 

such as production, technology, sales, and finances, and coordinating all 
these together so as to achieve their management targets. 


Enterprise planning should be centered on production and sales, and tne 
speciilized planning of equipment, labcer, and finances should revolve around 
this -enter so that after comprehensive balances have been achieved, all these 
various aspects of planning are linked together and form a complete and com- 
prehensive planning system. This kind of overall planning can be long-term 
planning from 3 to 5 or 10 years, and there should also be very specific an- 
nual, seasonal, and monthly planning. 


In order to guarantee the accuracy and strictness of planning, enterprises 
should have perfected information systems, They should establish production 
command systems headed by the foreman; they should establish and perfect 
quotas, orginial records, management standards, statistics, and means of 
ca.culating and carrying out checks; they should set up various kinds of 
regulations and systems centered on job position and economic systems of re- 
sponsibility. As a result of this kind of work, enterprise planning will be 
founded on a practical and reliable basis. 


/Tenth, develop integration and unity of enterprises according to the princi- 
ples of voluntary participation, mutual benefit, equality, and consulation 
and improve the level of socialization in industrial production./ 


It is necessary to break down barriers between different kinds of business 
and between different regions and, on the basis of the principles of special- 
ized cooperation and economic rationale and taking central towns as the hub, 
build up an industrial network comprising an integration of large, mediun, 
and small-scale enterprises and an integration of technologically intensive 
enterprises and labor intensive enterprises, thereby raising the standard of 
socialization in industrial production. This represents an important condi- 
tion for improving the quality of enterprises. It is particularly important 
that after the implementation of taxes replacing profits, some unsuitable en- 
terprises with bad management and administration and with long-term losses 
should move toward integration with other enterprises so that they might con- 
tinue to exist and develop. 
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Unification and integration of <nterprises must follow the principles of 
voluntary participation, mutual benefit, equality, and coordination. Com 
petent economic authorities should provide guidance and encouragement, while 
the results of such unification and integration must illustrate increased 
economic results. 


The content of unification and integration of enterprises may develop from 
unit unification (sales or production and technological cooperation) and 
plural unification (people, finances, goods and materizis, supply, production, 
and sales). The scale of such linking up or unification can develop from 
the small scale to the large, while the extent of such unification can de- 
velop from loose to tight. Existing companies of an adminisirative nature 
may, where possible, gradually make the transition to being companies of an 
enterprise nature. Those companies which do not have the right conditions, 
do not have advantages, and which are only adding an administrative layer, 
should be abolished. Company enterprises established in the future on the 
basis of the principles of voluntary participation, ecuality, and mutual 
benefit, like individual factory enterprises, should be suitably independent 
economic entities. 


d 
, 


There should be diversified and varied forms of enterprise unification and 
integration and not simply one model and one cut of the knife. There can 
be main factories, specialized companies, joint companies, interlinked de- 
partments, trarsregional industrial companies, and so on. Some lines of 
business can organize several national industrial companies to aid 
competitiveness. 


CSO: 4006/358 
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ECONOMIC MANAGEMENT 


SUBSTITUTING TAXES FOR DELIVERY OF PROFITS 
HK190836 Beijing JINGJI QUANLI in Chinese No 1, 5 Jan & pp 20-22 


{Article by Tianjian Investigation Team on Substituting Taxes for Delivery of 
Profits: “The First Stage ia Substituting Taxes for the Deiivery of Profits"-- 
passages within slantlines published in boldface] 


[Text] The main question for state enterprises in substituting taxes for the 
delivery of profits is to correctly solve the relations of the interest be- 
tween the state and enterprises, realize the system of enterprises being 
totally responsible for profits and losses after tax, and enable them, under 
the guidance of state macroscopic planning, to have more motivation and 
pressure and become more vital so that they will he able to fully display 
their roles as relatively independent commodity producers. 


According to unified state arrangement, the substitution of taxes for de- 
livery of profits must be carried out in two stages. The first state is 
mainly to levey income tax on enterprises. The second state mainly refers 
to levying product tax on enterprises. 


Practice of the first stage in substituting taxes for delivery of profits ijn 
Tianjin showed that taken as a whole, this work has so far been carried out 
smoothly. Up to the end of last July, the number of enterprises that have 
paid income tax beginning 1 June 1983 made up 97 percent of the enterprises 
that have substituted taxes for delivery of profits. Certain achievements 
have also been made in initially introducing this method of substituting taxes 
for delivery of profits. These achievements are mainly shown in the following 
two areas: 


/1. To Guarantee that State Revenues Have Been Put Into the Treasury on Time 
and in a Balanced Way/ 


Statistics of nine trades, including the first light industry, textile indus- 
try, metallurgical industry, and chemical industry, showed that the income tax 
put into the state treasury since mid-June 1983 totalled 34.774 million yuan, 
11.656 million yuan higher tha» the figure in the previous month of the same 
year, showing an increase of 5(.42 percent. What is more striking, the amount 
of the profits that should be handed over by industrial enterprises and yet 
have not been handed ovei drastically decreased from 88 million yuan at the 
end of may to 25.69 million yuan at the end of August, a decrease of 70.8 
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percent. This situation has been made possible because the system of sub- 
stituting taxes for delivery of profits has defomed an additional fine for 
overdue tax payment. That is, with this reason, enterprises have become aware 
of their responsibility to pay taxes and consequently they are able to pay tax 
in time and are paying the full amount owed. For example, in the past, the 
Tianjin Tire Factory usually handed over profits 25 days late. But now, fol- 
lowing the introduction of the tax substitution system, the factory pays income 
tax in advance every 5 days. In order to guarantee that the tax will be paid 
on time, this factory is paying tax in advance, three times a week. 


/2. TT. Add Pressure and Motivation to Enterprises/ 


As enterprises have to pay tax over a specified period, they are no longer in 
a position, as they were in the past, to use the profits that are to be handed 
over to the state as working capital. Consequently, these enterprises have 
found that they are on a tight budget and this pressure has consequently made 
them spare no effort to improve their production and business and step up 

the circulation of their funds. For example, a metallurgical experiment plant 
in the past handed over more than 1 million yuan at the end of the month, and 
not in the beginning of the month. But this plant now no longer has such an 
opportunity to make overdue profit delivery and feels that its funds have be- 
come tight. In order to guarantee its normal production, it has added more 
loans and strengthened management over fund circulation so as to balance funds 
every 10 days. 


The experiment on substituting taxes for delivery of profits has defined that 
the state levies a regulation tax on new profits by decreasing by 60 percent. 
The income tax on this part of the profits. In this way, enterprise profits 
are higher than in the previous year and consequently enterprises can retain 
more than when retention is based on total profits, and they will become more 
active in their production. A number of enterprises are studying how to raise 
their economic effect for more benefit. Teh Tianjin Printing Ink Factory 

made 13.3 million yuan in profits in 1982. During that year, as this factory 
began to implement the system of substituting taxes for delivery of profits, 
it planned to make 14.6 million yuan in profits, which would mean a 9 percent 
increase. According to the prediction of this factory, if it is able to 
realize its profits goal, it will be able to hand over an additional 800,000 
yuan to the st.ite and retain 500,000 yuan more. This factory has defined 
measures to reach this goal, including decreasing raw materials purchases 

from other departments. The No cotton mill has been somewhat saturated with 
the production task and there is little chance to increase profits by increas- 
ing production. Therefore, it concentrated its efforts on decreasing costs and 
consumption. 


This mill also has taken such measures as sending staff to purchase raw mater- 
ials directly from the place of origin, arranging the proportion of raw mater- 
ials in the best possible way, and defining cuotas for various levels in saving 
the consumption of raw materials in a bid to raise economic effect. This mill 
originally planned to make over 12 million yuan in profits, but it later 
changed that figure to 18 million yuan, and it is striving to further increase 
the profits to as much as 20 million yuan. 








But the first stage of substituting taxes for delivery of profits is not so 
very different from retaining all profits and therefore certain defects in 
the profit retention system still exist. In addition, the reforms of other 
systems are not parallel to each other, while income tax and the distribution 
of after-tax profits are still carried out on the basis of enterprise sub- 
ordinate relations. Therefore, it is still difficult to weaken the bonds and 
interference of departments and localities. As a result, the previous contra- 
dictions still exist and have yet to be resolved. 


/(1) Uneven Profits and Losses Among Enterprises Still Exist./ 


According to the principle of the experimental method for the first stage of 
substituting taxes for profit delivery, that is, this practice must guarantee 
stage financial revenues and acknoqledge enterprise rational retention in 
1982, it is imperative that tax rates are readjusted to form a single enter- 
prise tax rate which is in fact representing a certain proportion of profit 
retention. Therefore, readjustment tax is not in a position to resolve the 
uneven profits and losses among enterprises that are caused by different ob- 
jective conditions. Investigations of the first light industry showed that 
profit rates on sales of light industrial machinery is 19.9 percent and clocks 
and watches 24.4 percent, with watches as high as 43 percent. These situations 
are caused by irrational objective factors, such as prices being divorced 
from value. Different enterprises make different profits even if they all 
make the same subjective efforts. And following the development of produc- 
tion and increases in the redistribution of new profits, the situation of 
uneven profits and losses will continue to develop and cause new contra- 
dictions. 


/(2) The Problem of "Whipping a Fast-Running Ox" Is Still To Be Resolved./ 


The first stage of the substitution of taxes for delivery of profits has 

taken actual distribution results in 1982 as the basic figure to define the 
proportion of the distribution between the state and enterprises. That is, 

the proportion of profit retention for enterprises and the proportion of 
profits for the state will remain unchanged in the future. And in this re- 
gard, there is "no concession with pressure" to protect the intermediate in- 
terests of enterprises. Some advanced enterprises with an originally lower 
proportion of profit retention still have a lower retention rate while some 
backward enterprises with an originally higher profit retention proportion 

now still have a higher retention proportion following the introduction of the 
system of substituting taxes for delivery of profits. For example, the mechan- 
ical sealing parts factory is an advanced unit, with profits increasing over 
successive years to reach 2.605 million yuan in 1982, from 2.242 million yuan 
in 1979. When the profit retention method was introduced in 1979, this factory 
retained 201,000 yuan. Profits in 1982 were over 300,000 yuan higher than in 
1979, but its profit retention was the same as in 1979. And following the 
introduction of substitution of taxes for delivery of profits, and according to 
the basic figure of profits retained in the previous year, the audited profit 
retention rate was set at 7.26 percent. The situation at the Tianjin Machine- 
Building Plant is quite different. This plant recorded 9.173 million yuan in 
profits in 1979, with its profit retention coming to 907,000 yuan. Profits 
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in 1982 were 2.143 million yuan, which meant a decrease of 7 million yuan, 
with profits retention decreasing by only 20,000 yuan. In addition, in intro- 
ducing the system of sbustituting taxes for delivery of profits, the profit 
retention of this machine-building plant is as high as 41 percent because its 
original profit basic figure is low. Furthermore, backward enterprises have 
considerable potential for increasing their income while the potential of 
advanced enterprises is limited. And in the first stage of substituting 
taxes for delivery of profits, it has been defined that the tax for new 
profits must be readjusted in the way of decreasing this tax by 60 percent, 
only to bring more benefit to backward enterprises. Consequently, the prob- 
lem of “whipping a fast-running ox" remains to be resolved. 


/(3) The problems of paying loans have become more striking./ 


There are three main problems for enterprises in paying loans. First, it has 
been defined by the substitution of taxes for delivery of profits that the 
loans borrowed by enterprises must be paid by the profits that are made by 
the projects using these loans. But according to the present price level, 
some projects are not in a position to add profits. For example, the tire 
factory mentioned above replaced sulphide cylinders with a machine that is 
producing sulphide; this technical reform only resulted in improving quality 
and raising social economic effect, but did not increase profits. 


Another example is that reforms of old factories have not resulted in in- 
creases in profits. Therefore it is difficult for enterprises to pay loans 
with new additional profits. Second, the system of substituting taxes for 
delivery of profits has also determined that loans must be paid before income 
tax. Loan payments before paying taxes is mainly covered by the state, while 
enterprises are only responsible for a small payment; but this small payment 
will directly affect workers’ welfare funds and bonsues and consequently 
workers' interest will be affected. Third, to pay loans before paying tax 
will decrease the new profits and, as a result, enterprises will not be able 
to make due retention, let alone enjoy regulation tax by which the amount of 
the tax paid is decreased by 60 percent. As there are many old enterprises 

in Tianjin, the city is facing heavy responsibility in carrying out technical 
reform. Therefore, loan payment will, to a certain extent, affect the progress 
of technical reform in the city and this problem must be resolved. 


/(4) Workers’ Material Interest Is Yet To Be Resolved Well./ 


The principle of substituting taxes for delivery of profits defines that the 
state must have the biggest share of the new profits, enterprises the medium 
share, and individuals the smallest share. In the present first state of sub- 
stituting taxes for delivery of profits, this is a guarantee for the "big 
share’ of the state and the interest of enterprises; but the "small share" for 
individuals has yet to be resolved well. The main reason for this situation 
is that the current wage system is irrational, and is coupled with a ceiling 
on bonuses and equalitarianism that generally exists in distributing bonuses 
in enterprises. All this has affected worker initiative. 
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/(5) A Number of Enterprises Do Not Have Enough Funds./ 


Income tax of industrial enterprises must be paid in advance every 5 days, 
15 days, and monthly, depending on the amount of the tax; regulation tax 
must be paid in advance bimonthly and monthly. This rule has guaranteed 
that the state financial revenues will be put into the treasury in time; 

but at the same time, enterprises have found that as a result of this prac- 
tice the circulation of their .unds has become tight. There are three rea- 
sons for t s: First, working capital of some enterprises was below the 
allocated sount when the funds of enterprises were audited in 1979; second, 
some enterprises have developed their production and yet their working cap- 
ital has not been correspondingly increased; third, the management of some 
enterprises is backward and this situation has resulted in overstocking of 
raw materials, unma-ketable products, and abnormal fund circulation. Under 
this situation, most enterprises in the past resorted to such methods as 
delaying delivery of profits to the state or delivered the profits below the 
required amount and, consequently, through these methods, enterprises have 
possessed a certain amount of state financial funds. For example, the enter- 
prises under the first machine-building bureau owned more than 10 million 
yuan to the state in 1982 and 50 to 60 million yuan in 1980. Now with the 
introduction of the substitution of taxes for delivery of profits, enterprises 
have to pay tax according to law on time. Allowing the delivery of profits 
to be delayed, the situation in which enterprises do not have enough funds 
has become more striking. The metallurgical experiment factory issued over- 
drawn checks in the first month it began to introduce the system of sub- 
stituting taxes for delivery of prefits. In order to maintain their busi- 
ness, it has become a common practice for enterprises to add loans to their 
working capital, although in doing so they have loans above their -juota. 

As a result, with loans over their quota, these enterprises have to pay more 
interest and consequently have still great:r pressure. 


In order to enable tax revenues to fully display their roles and correctly 
and timely regulate the distribution between the state and enterprises so as 
to attain the anticipated goal in substituting taxes for delivery of profits, 
we must, on the basis of the experiences accumulated during the first stage 
of substituting taxes for delivery of profits spare no effort to speed up the 
pace of the substitution of taxes for delivery of profits so that we can ad- 
vance to their second stage of the substitution. That is, we must consider 
product tax the main levy instead of income tax. In general, the system of 
tax rates must be based on several factors, such as the medium and higher 
levels of products and trades and other factors. With regard to backward 
enterprises, it is necessary to subsidize them or decrease their tax during a 
certain period so that they will have a chance during this period to improve 
their management and raise their economic effect. In addition to product tax, 
it is also necessary to introduce other tax forms, such as resource» tax, 
city construction tax, and increased value tax, with central government and 
localities basing their revenues and expenditures on different types of tax. 


This is a major reform. Because such reform will consequently involve econ- 


omic works in various aspects and therefore it is necessary for other aspects 
to correspondingly carry out their reforms. While we are working hard to 
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perfect the system of substituting taxes for profit delivery, it is also im 
perative to reform the following aspects. 


/(1) Keform the planning management system./ This reform must be carried 
out on the basis of planned economy as the main and regulation by market 
mechanisms as the supplement. It is also imperative to control macroscopic 
aspects and microscopic aspects, properly decrease mandatory goals and in- 
crease guidance goals and expand the range of regulation by market mechanisms 
so that enterprises will have greater decision-making powers and constantly 
strengthen their adaptability and competition. 


/(2) Strengthen the enterprise nature of companies./ It is demanded that 
companies must fully display their enterprise function. The current adminis- 
trative companies are of course not in a position to meet the needs in sub- 
stituting taxes for profit delivery. The experience of the existing enter- 
prise companies must be summed up and the range of experiment by these com- 
panies must be expanded. It is advisable that in the last 3 years of the 
Sixth 5-Year Plan and early period of the Seventh 5-Year Plan, main efforts 
must be made in the trades that are carrying out technical reform and that 
the enterprises must be able in 2 to 3 years to basically reorganize and merge 
the existing administrative companies into enterprise companies or national 
corporations. At the same time, enterprises must be gradually freed from ad- 
ministrative interference by departments and localities. 


/(3) Reform the circulation system./ Main works in this aspect include 
reforming the wholesale system of industrial and commercial products and 
promoting the integration between industry and commerce and the links between 
production and sales. Effort must also be made to reform foreign trade sys- 
tem, empower enterprises with responsibility, autonomy and interest, calcu- 
late costs on the basis of unified exchange rate and make enterprises be 
solely responsible for profits and losses. All these are very important in 
carrying out the second stage of substituiing taxes for profit delivery. 


/(4) Reform the wage and bonus system./ The general orientation in this 
aspect is that the state is responsible for defining wage system and control- 
ling total wages. Enterprises have the right to decide the method and form 
of wages and bonus, promotion and demotion of awarding and punishing. With 
regard to overquota of wages, the state can levy overquota consumption fund 
tax. At present, it is necessary to experiment with floating wages; this 
wage system can be gradually expanded later. This system is in the interest 
of overcoming equalitarianism so as to further mobilize worker initiative and 
really link worker individual interest with the results of enterprise oper- 
ation. 


Labor system, goods and materials system, financial credit system, and price 
system must also be reformed so that the substitution of taxes for delivery 
of profits by state enterprises can be perfected and carried out further. 


Effort must also be made to solve the problems of loan payment cnd working 
capital that exist at the present stage in enterprises. 


26 





With regard to loan payments, we believe that if enterprises are having dif- 
ficulty in meeting the cost of the projects that will be beneficial to society 
and that will add profits to enterprises, these enterprises can be given help 
in the way of permitting them to delay loan payments or be exempted from regu- 
lation tax or that this tax can be decreased. The costs of technical reforms 
that will result in more profits must be covered by the state and enterprises, 
and these two will share any benefit. But the payment of loans before taxes 
must not affect workers’ welfare funds and bonuses while the enterprises 
themselves must benefit from additional profits. 


In order to solve the tight situation in enterprise working capital, it is 
necessary on the one hand to rely on enterprises to improve their management 
and speed up the circulation of funds. On the other hand, it is imperative, 
under unified bank management, to considcr the actual amount of capital that 

is needed by enterprises in production so as to rationally solve the credit 

and management of working capital. In this way, we will be able to help enter- 
prises promote their production and improve efficiency. 
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[Articel by Du Pingqin [2629 0756 2953]: "Step Up the Pace of Overall Tax 
Reform Using Product Tax as the Main Levy"] 


[Text] Tax revenues in China represent an important means for financing 
state organs and an important lever for readjusting the economy. In order 

to accord with the development of the socialist economy, since June last 

year state enterprises have begun introducing the system of substituting 
taxes for delivery of profits in groups and step by step. This system has 
promoted the development and raised the economic effect of these enterprises 
and guaranteed the stability of state financial sources, Practice proved 

that the orientation of substituting taxes for delivery of profits is correct. 
But in the first step of substituting taxes for delivery of profits, taxes 
an’ profits still exist simultaneously and their existence means retaining 

all profits. In this situation, the enterprises are still not in a position 
to be totally responsible for profits and losses. In addition, income tax 

is levied only on enterprise profits and therefore it is not in a position 

to regulate the production of enterprises. Therefore, the present income tax 
and retention of after-tax profits systems are carried out on the basis of 
enterprise subordinate relations. Consequently, the related departments at 
various levels will still carry out administrative interference against en- 
terprises from the point of their own economic interest. Although a regulation 
tax has been levied, there is still no way to overcome equalitarianism among 
enterprises. This is because all enterprises have to pay a regulation tax 
irrespective of their after-tax profits, which are eventually different be- 
cause of different objective factors and different subjective efforts. This 
siutation means that there is no different criterion for punishments and 
awards. Furthermore, the types of taxes are too few in the first stage of 
substituting taxes for delivery of profits, and as a result, it will be 
difficult for taxes to fully display their levering roles. Therefore, in 
order to perfect the system of substituting taxes for delivery of profits, 
it is imperative to reform the tax system in an overall way by introducing 

a product ta>: as the main levy. 


The Goals of the Second Stage in Reforming the Tax System 
The goals of the second stage of tax reform will include solving the relations 


between the state and enterprises, the relations between departments and lo- 
calities, and the relations between the central government and localities, and 
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fully display the levering roles of tax revenues in such aspects as organiza- 
tional income, accumulation funds, and regulating the economy. Concretely 
speaking, th-se goals must include the following five steps: 


First, it is imperative to handle well the relations between the state and 
enterprises. Socialist enterprises with ownership by the people in China 

are relatively independent commodity producers and business managers. Prac- 
tice in reforming the economic system over the past few years proved that in 
order to further enliven the economy, it is imperative to expand the decision- 
making powers of enterprises so that these enterprises will be able to combine 
their responsibilities with their rights and interest and display their initi- 
ative. Since the state has demanded enterprises abide and be obligated by 

the rules and regulations it has defined, it is consequently necessary for 

the state to provide them with legal interest. Thus, the combination of ob- 
ligation and interests will put pressure on enterprises and at the same time 
will also motivate them. With pressure and motivation, enterprises will have 
vitality. That is, there will be two possibilities for enterprises. One 

will be to be able to exist and develop while the other is to fail to exist 
and consequently be eliminated. But these possibilities can only be created 
by reforming the tax system by introducing product tax. Only in this way 

will enterprises truly become responsible for both profits and losses. And 

it is only under this condition that it is possible to enable enterprises to 
carry out their decisionmaking powers within the range permitted by the 

state, and thoroughly correct and overcome such defects as “everybody eating 
from the same big pot" and equalitarianisn, 


Second, handle the relations between departments and localities well. Now 
the interference and limitation of enterprises by departments and localities 
have been stepped up. But the irrationality of the structure of enterprises 
and repetitious construction and production will exist. Practice has proved 
that in spite of the enormous efforts made over the past few years to solve 
the problems of departments and localities through reorganization and reform, 
the results have not been satisfactory. Overall reform of the tax system 
through the introduction of product tax as the main levy will encourage enter- 
prises to free themselves from the bondage of subordinate administrative re- 
lations, and enable enterprises to make further advances in reorganizing and 
merging as well as in corrdination with specialized departments. 


Third, handle the relations between the revenues of central government and the 
revenues of localities well. The previous financial system, characterized by 
state unified revenues and expenditures, has many defects. Following the 3rd 
plenary session of the llth CPC Central Committee, this financial system has 
changed the form of “each eating from his own kitchen" and certain achievements 
have already been made. But this method has been followed by other defects. 
Overall tax reform with the product tax as the main levy and the restoration 
and addition of some tax forms will create the proper condition for implemen- 
tation of a financial system that is characterized by dividing taxes into sev- 
eral forms to guarantee stable sources of revenues for the central government 
and localities. In this way, following the development of production, the 
financial revenues of central government and localities will eteadily increase. 
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yurth, il] jisplay the roles of t revenues rvan ma income 

ind a 1 ation funds. Following the overal! reform of the tax system with 
che r ict ft is the main levy, state financial revenues 1] ised on 
organizi taxes through taxation means defined the ta iw. In addition, 
by stepping up the tay» w, it will be necessary verfect tax revenues or- 
gans and job of building the ranks of t¢t taf yf these organs so 
as to fully display the roles of tax revenues in organizational income and 
accumulation inds 

Fifth, full lisplay the roles of the tax economi r. The overall reform 
of the tax system with the product t as the main levy means that taxes will 
become an important economic lever of the state in managing and directing the 
development of the economy. That is, the state will be i 1 position to base 
itself on macroscopic economic policy and resort » product tax to regulate 
production and promote the rationalization of product structure. It is also 
in a position to increase the value tax to balance tax burdens between all- 
embracing factories and those that are not all-embracing, promote the coordi- 
nation and combination of specialized departments to promote enterprise re- 
organization, and solve the irrationality of enterprise structure; resort 

to various local taxes, such as property tax, vehicle and shipping taxes, 
land using tax and city protection tax to guarantee the rdinary needs of 
‘ities, promote the ability of enterprises in raising the utility rate of 
their equipment and in rationally using equipment; resort to tax from surplus 
accumulating to regulate enterprise income so as to implement still better 

the principle of giving consideration to the interest the state, collec- 
tive, and individuals, mobilize the initiative of enterpri ind workers, 
promote the development of production and raise economic effects; resort to 
the tax on the difference of surplus profits to regulate the income of enter- 
prises caused by irrational pricing and which is higher than social average 
profit rate so that the profits of enterprises wil! verally be at an ap- 
propriate level. 

The Main Point in the Second Stage of the Reform 1 the ia ster 

Ihe main point in the second stage of reforming the ta vyvstem is to resort 
to product tax as he main levy while our iin ef rt must it be concentrated 
nm income tax. As the same products are strong! mparable, the implementa- 
tion of a unific ix rate will enable enterpriss¢ to achieve ocial average 
profit the isis of almost the same rate. In this iy, enterprises will 
be able to irry out competition under basically the 1 me nditions and we 
wi!l also be able to encourage the advanced and h torward the backward, as 
dvanced enterpris« ire making more profits and backward enterprises are 
making les profits. In this way, enterprises i | lave 1 motivation a 
well as the pressure and they will spare no effor improve their management, 
tap potential, and survive and develop to improve thei rlit id economic 
efttect, 

Liv retorr ti the system with the intr lucti t tay; } the main 
levy means that enterpris« will be solely responsible for rotits and 
losses after tly have paid the projected tax. l thi iv, e will be ible 








to promote the reorganization and merger of enterprises and carry out coordi- 
nation among specialized departments. Under the present situation in which 
it is unlikely that prices will fluctuate drastically and under the guidance 
of the state macroscopic policy, we will] be able to promote the rationaliza- 
tion of the product structure through the readjustment of the tax rate. 


The reform of the tax system with the introduction of the product tax as the 
main levy, that is, by levying taxes on products, the income of enterprises 
as a result of irrational pricing wili be concentrated in the hands of the 
government. This situation is in the interests of guaranteeing the stability 
of state revenues. In addition, by adding tax forms, the various links of 
various parts of the economic sector will be able to display tax economic © 
lever roles to create favorable conditions for reforming the financial system 
and the wage system. Therefore, the reform of the tax system with the intro- 
duction of the product tax as the main levy will represent a breakthrough in 
reforming the industrial economic system in urban areas as well as be a key 
for reforming cities. 


The Key Point in Reforming the Tax System 


The key point in reforming the tax system is to readjust and reform, tax items, 
and tax rates. 


In the early days following the founding of the PRC, the state set up 14 tax 
forms that included an industrial and commercial tax (including business and 
income tax), goods tax, salt tax, stamp duties, property tax, vehicle and 
vessel license tax, trading tax, abattoir tax, cultrual recreational tax, 
special consumer deeds tax, deposit interest tax, wage tax, and legacy tax 
(the latter 2 taxes have yet to be implemented). The goods tax covers 4? 
items, with 49 tax rates; commodity circulation tax covers 35 items, with 37 
tax rates; and the business tax covers 10 items, with 20 tax rates. Under the 
conditions at that time, when five economic forms existed simultaneously, it 
was basically in line with the objective needs of economy to form these tax 
items and rates, and they have displayed their roles in the form of tax revenues 
to promote the readjustment, reform, and development of the economy and have 
guaranteed the funds that are needed by socialist construction. After 1958, 
industrial and commercial tax, goods tax, commodity circulation tax, and 

stamp duties were merged into an industrial and commercial unified tax with 
108 items and 141 tax rates. In 1973, measures were taken to further simplify 
and merge tax forms by merging the industrial and commercial unified tax with 
the property tax, and vehicle and ship license was merged with the industria! 
and commercial tax with 44 items and 82 tax rates. This merging has seriously 
weakened the lever roles of tax revenues. In reforming tax forms, items, and 
rates it is necessary to consider the following: First, the reform must 
accord with the needs of macroscopic economic regulations; second, it must 
accord with the needs of opening China to the outside world and enlivening 

the domestic economy; and third, it must accord with the needs of enterprises 
to “manage their business independently and become responsible for both profits 


and losses." The readjustment and reform of tax items must be carried out on 
the basis of the principle of practical thinking and opinions about the reform 
of the tax system that was approved by the State Council in 1980 and passed down 


to the Ministry of Finance. Concretely speaking, the reform must be carried out 
in the following three areas: 














l. Reform the present ri | mmercial tax into the three forms of 





product tax, busin tax, ed value tax. 

(1) Product Tax: esi t tax rate on the basis of investigating 
industrial products, agri t roducts, forestry products, animal husbandry 
products, and marine pr icts, the average profit level from sales of products 
in localities, and the aver profit level of similar products across the 
country and on the list of th irrent industriai and commercial tax items and 
rates. In designing ta a t is also imperative to consider the needs of 
State macroscopi: lann ther aspects, such as limiting the production 
of the products that are i: ive supply and encouraging the production of 
those that are in rt , encouraging the development of new products 

and the production of : ities and limiting and eliminating old pro- 
ducts, balancing tax resp ities between state enterprises, collective 
enterprises, and enterpr itis ind towns, while different treatment 
must be given to thos terprise ith heavy taxes and small profits and those 
with big profits and light . it is demanded that through tax reform with 
the introduction of pr t ta t main levy the amount of income of en- 
terprises will be ual r to the state in the form of tax. 

(2) Increased Valu rm of tax will be experimented within the 

two different trad e! ind agricultural machinery, and will be 
continued to be used « rimentally by the enterprises that are producing 
sewing machines, . fans. The experiments in mettallurgi- 
cal smelting, metal lurgica er products, and silk products may be expanded. 
In addition, the increas: tax products can be readjusted when the pro- 
fits from these product tuate drastically and suddenly. 

(3) Business Tax. rrent industrial and commercial tax that is levied 

on commerce, transportat : itilities, and various service trades must 
be changed into a busin: tax. ic range for levying this tax must be ex- 
panded to commercial , ; iding and installation, financial insur- 
ance, cultural recreati : ing. 


ie Restore and intr 


(1) Property tax, land ) . reehicle and vessel use tax. The tax syvs- 
tem that was reformed | , ‘/9 by merging the property tax and restor- 
ing the vehicle and | ta ust be reformed into a property tax, 
land use tax, and vehi ) , ise tax. 

(2) City protection tax, * to the needs of city construction, the 
original 5 percent o! expenses that are covered by industrial 
and commercial enterpri ist be changed into a city protection tax 
covered by a certain propo es income, And the range of this tax 


must be expanded. 


(3) Equipment owners)! ; rpri property, such as housing facilities, 
land, and vehicl: and lready been taxed while most enterprise 
production equipment rough state investment, enterprises must 
also pay a cert » opr : their tax to the state on the basis of the 


net value of enterpriss iipment. 





3. Amend the method of levying income ta ta n the difference 
: gz 


of surplus profits. The current tax-levyi . the income of state 
enterprises must be readjusted and amend: th irrent method of levy- 
ing tax proportionately must be replaced . t-leve]l irplus accumula- 
tion tax rate. The enterprises with after-! ite that are higher than 
the present enterprise retention level! and ge profit level must, 
by taxing the difference made up of surp! ts, hand over to the state 
most of the income that is caused by irrati - of surse, the en- 
terprises themselves can retain a certain 4 Ce terprises that have 
suffered losses after making tax payments t their taxes decreased 
temporarily. 

Following the above-mentioned reforms of | ta tem, each type of tax 
has its own targets while an enterprise in gene is to pay several types 
of taxes. In this way, we will be able | lisplay the regulating roles of 
tax revenues in different aspects and links in th ) ic sector. 


The Principles That Must be Observed in 2e! 


(1) In estimating and defining types of taxes, ' items, and tax rates, we 
must also consider the stable growth of stat« financial revenues and the 
viatlity of enterprises. We must also bear ind enterprises loans and the 
fact that enterprise expenses for the retirement of elderly workers and labor 
protection have gradually increased. Therefore, we t understand that en- 
terprise expenses that are not related to actual busin ire quite enormous. 
Therefore, we must consider how to create yndit i for enterprises to 
strengthen their ability to adapt themselves | ges so that through re- 
forms, they will be able to further enliven their economy. Therefore, in re- 
adjusting and reforming tax type and tax rates, ist understand that these 
tax burdens of enterprises cannot be increas: lrastically. For example, tax 
rates can be set at a lower level; readjustment in be carried out on a small 
scale and gradually expanded and increased, iis gradual development requires 
2 to 3 years, and yet we can attain this goa) of reform if we are able to 
carry out the reform according to specitic cir 

(2) The current tax rates that are too high or ¢ w must be readjusted, 
The current industrial and commercia! tax rat: ecame effective beginning in 
1973 and have been implemented for 10 years. rates were defined in 1958, 
so this means they have been implemented fo: long as more than 20 years. 
Following the development of the economy and libs in enterprise products, 
some tax rates have become too high and nsequently the related enterprises 
have found themselves on the verge of losses. Some other enterprises with 
too-low tax rates are making big after-ta rofits. crefore, these rates 
must be readjusted so as to make the product structur re rational. 


(3) The backward enterprises must not be protected, ut must be helped to 





make changes. Of course, certain time period ret ‘ired for these enter- 
prises to make changes. Therefore, they must > , onsideration by de- 
creasing their taxes for 1 to 3 years. And if ¢t i1i1 to make changes dur- 
ing a defined period, they must suspend product i ind be merged or shifted 
to other production. And finally, if these ent: t till iffer losses 
after these efforts, they cannot but be eliminate 
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[Article by Gu Xinde [6253 2450 1795] and Chen Zhijun [7115 1807 6511]: 
"Step Up the Technoloigcal Reform of Collective Industrial Enterprises in 
Cities and Towns" | 


[Text] The Urgency of the Technological Transformation of Collective Indus- 


trial Enterprises in Cities and Towns 


The majority of the collectively-owned industrial enterprises in our country's 
cities and towns were established in [the! 1950's through the socialist trans- 
formation of the handicraft industry. Tie level of development of the produc- 
tive forces employed by these enterprises is rather low, Over many years in 
the past, the policies concerning the collective economy of the cities and 
towns were highly erratic, and consequently the development of the collective 
economy was greatly affected. Although the number of collective enterprises 
has greatly increased, and although the standard of their technological equip- 
ment also has improved, this improvement being promoted and made necessary by 
the econoric development over the entire society, at present, a considerable 
number of collective enterprises are still usinz a great deal of manual labor, 
and their technology and equipment still remain at the levels of the 1950's in 
most cases or even remain at the level of the 1930's in some cases. The old 
technoloigcal equipment, the backward technology, and the low level of develop- 
ment of the productive forces gravely hamper the development of the collective 
economy. At present, the collective enterprises generally have the problems 
of a lack of product variety and deterioration of product quality, and their 
production work is far from able to satisfy market needs. Under the condition 
that the market situation is highly volatile, these enterprises are not ade- 
quately capable of adapting themselves to changes or making new developments, 
resulting in very poor economic results. This situation of the collective en- 


terprises 13 not co itible with the requirements of either our national eco- 
nomic development or the people's ever-increasing needs. Therefore, under- 
taking a technological transformation of the collective enterprises 80 as tx. 
culcken their develcoment id pr their quality and economic results amoujts 
to an urgent task in our current economic management of the collective enter- 
prises, 


The ccllective economy of the cities and towns is an important part of our 
national economy. Its important role as a complement to the state sector of 
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Second, we must vigorously import advanced foreign technology and use new 
categories of technology and equipment that are suited to our country's needs. 
In the past, the collective enterprises did not have a wide enough field of 
vision in this respect. In the future, they must pay attention to this matter. 
They must be both bold and adept in importing foreign technology and equipment. 
They must consider various factors, such as ability to pay, ability to form 
complete sets, marketing, and so on. 


Third, we must integrate technological transformation with the spreading of 
the application of successful results. We must apply the fruits of scientific 
research to actual production. The collective enterprises can make contracts 
with scientific research departments and institutions of higher education and 
thus "se the fruits of advanced scientific research for technological trans- 
formation. The application of any fruits of scientific research should be 
popularized without hesitation if this is worthwhile economically, feasible 

in production, and quick in yielding good results. 


Fourth, in the technological transformation of the collective enterprises, 

we must adhere to the principle of self-reliance and pay attention to develop- 
ing the superiority and fine traditions of the collective economy. The collec- 
tive enterprises must pay particular attention to minor transformations and 
innovations proposed by the masses. The vast numbers of workers in the col- 
lective enterprises strongly aspire to end backwardness in production and 
technology. Therefore, the enterprises must rely on the wisdom and strength 

of the broad masses, vigorously launch technological innovation activities, 

and gradually put an end to backward modes of production. This form of trans- 
formation entails little investment and yields quick results. [Word indistinct] 
some enterprises, objective conditions for carrying out large-scale technologi- 
cal transformation are not available, and it is particularly important for 

them to satisfactorily grasp technoloigcal innovation by the masses. 


The Question of Capital Funds for the Techoloigical Transformation of the 
Collective Industrial Enterprises in Cities and Towns 


fhe availability of capital funds needed by the collective enterprises for 
technological transformation mainly depends on accumulation by the enterprises 
themselves. However, over many years in the past, the collective economy de- 
veloped slowly owing to "leftist" interference and in recent years the collec- 
tive enterprises have been faced with problems of workers’ retirement, employ- 
ment, and social burdens. Therefore, the enterprises generally lack capital 
funds and the funds they possess are far from sufficient for satisfying the 


urgent needs of technological transformation. 


To solve the problem of cavetal funds for the collective enterprises’ techno- 
logical transformation, we must tackle it in a number of ways. 


First, we can improve the withdrawal, use, and management of depreciation 

funds. The depreciation rate for machinery and equipment must be appropriately 
raised. Moreover, the management and use of depreciation funds must be strength- 
ened. In principle, all depreciation funds should be controlled and used by the 
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enternrises themselves, funds must be used for the special purposes they are 
earmarked for, and depreciation funds must not be used together with other 
funds for capital construction or other projects. In particular, the enter- 
prises must be barred from using depreciation funds for welfare purposes, so 
that the use of depreciation funds for technological transformation can be 
ensured. 


Second, funds can be raised both inside and outside the factory. In light of 
the specific needs for technological transformation, the enterprises can raise 
funds either inside themselves or from outside sources. Dividends can be 
distributed at each year's end or paid out from the additional profit arising 
from technological transformation. This method not only can help solve the 
capital funds problem, but also can help fully arouse the workers’ concern for 
and enthusiasm in technological transformation because technological trans- 
formation is thus directly linked to their interests. 


Third, the proportion of after-tax profits turned over to higher-level depart- 
ments in charge of the enterprises must be reduced, and the enterprises’ de- 
cisionmaking power over the management and use of capital funds must be in- 
creased. At present, a collective enterprise making a profit of 1 million 
yuan annually has only around 100,000 yuan left after paying taxes and turning 
over profits to higher authorities. It is difficult to carry out technologi- 
cal transformation with the remaining funds. Therefore, the principle govern- 
ing the distribution of the collective enterprises’ after-tax profits shculd 
be "allowing them to turn over a smaller sum and to retain a larger share," 
rational proportions for distribution should be suited to the locality, and 
the availability of adequate funds for the enterprises’ technological trans- 
formation must be ensured. 


Fourth, egalitarianism among the collective enterprises, indiscriminate trans- 
fer of resources among them, and arbitrary apportioning of expenses or work 
among them must be resolutely stopped. The collective enterprises’ interests 
must be safeguarded. It should be stressed here that construction funds for 
collective undertakings must be used for the development of the enterprises’ 
production activity and must not be arbitrarily diverted to other purposes. 
The higher authorities in charge of the enterprises should use these funds 

for the enterprises’ technological transformation in a planned way and with 
emphasis on particular areas or items, so that the enterprises’ quality can 

be improved. 


Fifth, the state must provide special low-interest loans through the banks, 
these loans being used for the specific purposes they are earmarked for, so 
as to support the collective enterprises’ technological transformation, 


The collective enterprises must make sure that transformation funds are 
rationally used. In deciding on technological transformation projects or 
schemes, they must fully consider their economic rationality, In undertaking 
any technological transformation work, they must proceed from the reality 

and work according to their capability, and must not one-sidedly go after 
technological advancement. Technological advancement is naturally a good 
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thing, but economic practicability must also be conscientiously calculated 


and studied so that between technological 


advancement and economic 
ity, balance and unity can be achieved, 


rational- 
The collective enterprises have 
always had the fine tradition of working hard and practicing thrift. 
tradition should be more vigorously enhanced 
transformation. 


This 
in our current technological 
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ECONOMIC MANAGEMENT 


BRIEFS 


TECHNOLOGY INCREASES INDUSTRIAL PRODUCTION--Beijing, 9 Mar (XINHUA)--Over one- 
fourth of China's increased industrial output value between 1979 and 1982 is 
attributable to technological progress, according to preliminary estimates 
by a panel of experts who are studying the role of technology in the growth 
of the national economy. The annual rate of technological progress was 2.4 
percent. The experts include researchers in the natural and social sciences 
organized by the State Economic Commission. Between 1952 and 1982 total in- 
dustrial output value in state-owned enterprises increased at an average 
annual rate of 12 percent, with technology pegged at an average annual rate 
of 1.4 percent. Technological factors contributed 11.6 percent to increased 
industrial output value. The rate was 3.4 percent between 1952 and 1956, 
contributing 20.2 percent to increased output value, and 0.9 percent between 
1966 and 1975, contributing 8.7 percent to increased production value. The 
experts said that technological progress was not confined to changes in pro- 
duction technology, but included managerial skills and service quality as 
well as investment in talent. The experts said that technical factors con- 
tributed by and large to over 50 percent of the economic growth in some de- 
veloped countries. 


STATE COUNCIL PROTECTS INDIVIDUAL BUSINESSES--Beijing, 9 Mar (XINHUA)--In- 
dividual businesses in China's rural areas have been given new encouragement 
and protection under State Council regulations published today. Independent 
rural businessmen involved in industry, handicrafts, commerce, catering, ser- 
vice trades, transport and other fields will be offered preference on loans, 
prices and taxation and given technical assistance the regulations say. They 
will also be allowed to hire one or two assistants, and up to five apprentices 
for enterprises requiring special expertise. Supplies of goods and raw mater- 
ials will be guaranteed. Entrepreneurs will be allowed to carry out long- 
distance transport between the countryside and cities and engage in whole- 
saling, the regulations say. Only administrative or industrial departments 
will be allowed to confiscate or revoke business licenses, and the individual 
enterprises’ rights will be protected by the state, they add. The enter- 
prises must pay taxes and obey state policies, laws and decrees, the regula- 
tions say. Catering establishments must meet sanitation standards and obtain 
permits from public health departments, while their operators must undergo full 
medical checkups. Those with businesses which require comparatively high 
technology must also submit to technical examinations and get certificates 
from the relevant departments. [Text] [0W091336 Beijing XINHUA in English 
1136 GMT 9 Mar 84} 





39 


CSO: 4020/83 











t 
FINANCE AND BANKING 


Pm 


BRIEFS 


SHANDONG FINANCIAL INVESTIGATIONS-—-In 1983, Shandong Province made marked 
achievements in tax and financial investigations. Some 23,000 state owned 
enterprises and collectively owned enterprises at and above the county level 

had conducted self-investigations. Financial and tax departments had conducted 
investigations among over 5,000 enterprises and establishments and units and some 
individually owned industrial and commercial enterprises. The tax evasion sum 
totalling 172 million yuan had been investigated. Some 77 million yuan had been 
returned to the state. [Summary] [Jinan DAZHONG RIBAO in Chinese 8 Feb 84 p 1 SK] 
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MINERAL RESOURCES 


BRIEFS 


NEI MONGGOL LEAD-ZINC MINE--The (Wuqionghua) lead-zinc mine--the biggest 
nonferrous metal mine in Nei Monggol--was recently constructed and put into 
production in Ongniud Banner. The daily production capacity is 500 tons. 
[Summary] [Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 24 Feb 84 SK] 
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INDUSTRY 


CHINA SEEKS TECHNOLOGY TRANSFER CONTRACTS 
0W021334 Beijing XINHUA in English 1310 GMT 2 Mar 84 


[Text] Beijing, 2 Mar (XINHUA)--China expects to negotiate and sign 1,000 
contracts with foreign firms this year on technology transfer and equipment 
purchase, valued at one billion U.S. dollars. Gu Ming, head of the Economic 
Legislation Research Center of the State Council, announced this today at the 
opening of the Beijing Seminar on Legal Affairs of International Technology 
Transfer. 


He anticipated 3,000 such contracts in the last three years of China's Sixth 
Five-Year Plan (1981-1985) to upgrade present enterprises. Nearly 700 contracts 
were signed in 1983. 


The Seminar is jointly sponsored by the center, the legal affairs department 
of the China Council for the Promotion of International Trade, the Chinese 
Patent Office and other Chinese departments and a visiting delegation of U.S. 
economic law experts. 


Gu Ming also gave an account of China's economic legislation and economic 
judicial work since 1949. In the past five years more than 100 important 
economic laws and regulations have been issued by the National People's 
Congress and its Standing Committee and the State Council. A still greater 
number of regulations were issued by ministries, commissions and bureaus under 
the State Council and the provinces, municipalities and autonomous regions. 

Gu stressed that the legislation governing foreign economic activities was an 
important part of China's economic legislation. So far more than a dozen of 
such laws and regulations have been enacted. 


Economic divisions were set up by the Supreme People's Court, all the more 


than three higher and intermediate people's courts and 90 percent of the 
basic people's courts by the end of last year, Gu Ming added. 
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INDUSTRY 


BRIEFS 


LIGHT INDUSTRY EXHIBITION--Beijing, 13 Mar (XINHUA)--An exhibition of light 
industrial products from Beijing opened in the Technology Exchange Hall here 
today. The show, sponsored by the Beijing No 2 Light Industrial Corporation, 
features 1,200 exhibits ranging from garments, toys and stationary to cook- 
ing utensils, leather goods and electrical appliances. The exhibition is 
aimed at identifying markec trends and consumer preferences, official said. 
[Text] [OW140039 Beijing XINHUA in English 1451 GMT 13 Mar 84] 
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CONSTRUCTION 


KEY CONSTRUCTION PROJECTS PROMOTED 


Beijing ZHONGGUO JINGJI RIBAO (CHINA'S ECONOMY, QUARTERLY) in Chinese No 3, 
15 Sep 83 pp 22-24, 15 


[Article by Yu Fan: “The Key Construction Projects Throughout the Nation Have 
Been Accelerated" |] 


[Text] In accordance with the magnificent goals and strategic plans for 
economic construction laid out by the 12th National Party Congress, the State 
has over the past year produced a series of plans and arrangements concerning 
the strengthening of energy, transportation and other types of key construction 
projects. A large number of important backbone projects, which have concrete 
significance for national economic development, are currently being launched 
throughout the nation. Throughout China, vigorous mass campaigns to make 
concerted efforts to ensure the success of the key projects and to strive to 
make contributions to the key projects have begun to unfold. 


The 120 major projects throughout the nation are those projects guaranteed by 
the State. According to the arrangements of the Sixth Five-year Plan, the need 
to strike an overall balance between our financial and material resources, and 
the long-term development requirements of the national economy, the State chose 
some specific projects from among those large and medium-sized ones already 
under construction. The construction of these projects had been 
well-organized, and the projects’ financial resources, material resources, and 
other forces of production had been mobilized according to a reasonable time 
limit for production. The main projects include: 13 coal mining 
areas--Lianghuai, Yanzhou, Pingdingshan, Kai Luan #1, H.wolinhe and so on--with 
a coal extraction capacity of 72 million tons; 7 oil fields--Daqing, Liaohe, 
Zhongyuan, Huabei and so on--with an oil extraction capacity of 36 million 
tons; 23 hydroelectric and thermal power stations--Gezhouba, Longyangxia, 
Tianshengqiao, Huangnihe, Ankang, Baishan, Tongliao, Zunxian, Datong and so 
on--and 3 extra-high voltage, long-distance transmission power projects, with 
an installed electricity capacity of 15 million kilowatts; 14 railway 
electrification and key projects--the electrification of the 
Beijing-Qinhuangdao Railway, the Yanzhou-Shijiusuo Railway, the 
Hengyang-Guangzhou double-tracked railway, the Jinan-Qingdao double-tracked 
Railway, the Guiyang-Kunming Railway and so on--with a double tracking and 
electrification capacity of 4,500 kilometers; 10 coastal ports--Qinhuangdao, 
Shijiusuo, Zhanjiang, Huangpu, Yingkou, and so on--with a handling capacity of 
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72 million tons; 4 postal and telecommunications projects--the 

Bei jing-Wuhan-Guangzhou coaxial cable project, the Beijing International 
Telecommunications Bureau and so on; 5 light industry and textile projects--the 
Yantai Synthetic Leather Plant, the Kunming Sodium Triphosphate Plant, the 
second stage of the Shanghai Yizheng Chemical Fiber Plant and so on--with a 
light industrial material production capacity for chemical fibers, detergents 
and so on of 700,000 tons; 9 chemical fertilizer and chemical projects--the 

Zhe jiang Chemical Fertilizer Plant, the Xinjiang Chemical Fertilizer Plant, the 
Nanjing Ethylene Project, the Daqing Ethylene Project, the Yunfu Sulfur Iron 
Mine and so on--with a production capacity of 900,000 metric tons of synthetic 
ammonia, 600,000 metric tons of ethylene, and 3.6 million metric tons of 
chemical materials; 8 building materials industry pro). ‘ts--the Jidong Cement 
Plant, the Ningguo Cement Plant, the Huaihai Cement Plant, the Nanning Glass 
Plant, the Lanzhou Glass Plant, and so on--with a production capacity of 4.7 
million metric tons of cement and 4.2 million sheets of plate glass; 8 
metallurgical projects--the Baoshan Steelworks, the Wujiang Steelworks, the 
Shanxi Aluminum Plant, the Yongping Copper Mine, the Xitieshan Lead and Zinc 
Mines and so on--with a production capacity of 3.4 million metric tons of steel 
and 300,000 metric tons of nonferrous metals; and 5 non-productive construction 
projects--the Beijing Library, the Sino-Japanese Friendship Hospital, the 
Beijing Central Color Television Station and so on. 


This group of large-scale backbone projects has several spe-sial 
characteristics: 1) two-thirds of them are either energy or transportation 
projects, involving coal, electricity, oil, freight and so on; 2) their 
construction is large-scale. The cost of the projects out of the Sixth 
Five-year Plan is about 64 billion yuan, or nearly 1/3 of the total 230 billion 
yuan set aside for national capital construction investment during the period 
covered by the plan. The investment for some of the individual projects is as 
high as several billion or even 10 billion yuan; 3) the time limit for the 
projects is short, with the majority of them to be completed and to begin to 
play a productive role within the period of the Sixth Five-year Plan or the 
first few years of the Seventh Five-year Plan; 4) the technological equipment 
is new, and the level of technology to be used is advanced. Several dozen 
items of technological equipment have been brought in from overseas as whole 
plants or parts of plants, and the rest all employ already advanced domestic 
technology and equipment; and 5) construction and engineering installation 
capacity is great and the degree of difficulty of the construction is high. 
According to the requirements of the State Plan, completing the construction of 
these key projects in an advanced, high-quality manner has extremely great 
significance for alleviating the tight energy and transportation situation, 
improving the distribution of the forces of production, strengthening our 
economy and national defense, improving the people's livelihood, and improving 
our ability to organize construction. 


Over the past year, through joint efforts of individual departments, 
prefectures, and work units, close coordination in each area, and a great 
amount of assistance from the people throughout the nation, the construction 
and engineering schedule of the key construction projects has been speeded 
universally. By now the construction has become much more orderly and the 
quality of engineering is gradually improving. A few projects are just now 














earnestly breaking ground to begin construction; a few have reached the peak of 
equipment installation; and a few have begun trial runs either with single 
machines or with the whole technological process. The schedules for material 
engineering capacity and engineering form of many projects were advanced so as 
to fulfill the plan for the first half of the year. 


Of the key coal construction projects, 8 mining areas completed 50 percent of 
their tunnelling plans in the first half of the year. The construction of the 
new coking coal-based Gujiao Mining Area has been completely launched. Since 
May or June the tunnelling footage of the Xiqu inclined well (3 million metric 
tons) has continually exceeded one kilometer, breaking the highest records in 
the nation. Next year the first stage of its construction will be launched 
into production. There are 6 places in which mines are being constructed in 
the Lianghuai mining area, and tunnel drilling and tunnelling footage 
engineering capacity has risen steadily month after month. The Zhuxian Village 
Mine (1.2 million tons) was formally launched into production in April; and the 
primary systems of the Panji No. 1 Pit (3 million tons) have already been 
formed, and it well may be completed and ready to begin production by the end 
of the year. The construction plans for the large open-pit mine at Huolin 
River have already been completed and shown, and construction has begun. It is 
possible that this 3 million ton coal-stripping task will be completed by the 
end of the year as well. Following the start-up of operations of Xinglong 
Village's large pits (3 million tons), the Yanzhou Coal Mine is now stepping up 
construction of 3 other large pits. It is estimated that the construction of 
the Baodian Mine (3 million tons) will begin the year after next. 


Of the key hydropower projects, 4 generating units, with a 600,000 kilowatt 
capacity started generating operations in the first half of the year. Six 
other units, with an 800,000 kilowatt capacity have been completed and have 
started trial operations. By the end of the year the first stage of 
construction (960,000 kilowatts) of the Gezhouba Hydropower Station will be 
completely finished. Progress has been stepped up on the main part of the 
second stage of construction (1.75 million kilowatts), which is the concrete 
casting, and by the end of the year 40 percent of the total design may be 
completed. The concrete casting of the Longyang Gorge Hydropower Station (1.28 
million kilowatts) at the Gaoba Dam on the upper reaches of the Huanghe and the 
Lanhe Dam began in June of last year. At present, the riverbed is already 
completely covered with concrete, and the main construction on the generator 
building is already underway. After the first stage of construction of the 
ladder-shaped Tianshengqiao Hydropower Station (1.32 million kilowatts) on the 
Hongshui River was readjusted, the preparatory work for construction was 
quickly completed. The construction of a highway for transporting machinery 
and materials and the electricity installation has already been completed and 
it is estimated that work on the open diversion channels will begin within a 
year. During the winter season, construction and other work on the Fulaer ji 
power station (600,000 kilowatts) continued, and the quality of construction 
was excellent. Before long the second generating unit was merged into the 
first one to create an electricity network, and the last unit will begin 
operation next year. In late March we began setting up the power lines for the 
500,000 volt extra-high tension transmission lines from Datong to Beijing, and 
construction on the lines may be basically completed by the end of the year. 





Of the key oil projects, the drilling of 4 million meters of wells was 
completed in the first half of the year, fulfillire 58 percent of the year's 
plan, and increasing oil extraction capacity by 3 millicn tons. The oil fields 
of Daqing, Huabei, Liaohe and Sheng!i all realized mere than half of the time 
allotted to them and completed more than half of the t.auks assigned to then. 
Since the State Council decided in March of this year to speed up construction, 
the newly-opened Zhongyuan oil field has already sep off an upsurge in the 
battle for oil. Scveral dozen drilling crews have gone full steam ahead with 
the exploratory drilling of nearly 400 square kilometers of reserved land which 
have already been brought under control to the north of the Huanghe River. 
Following the successful drilling in the lst quarter of the first deep, 
slanting relief well designed by our country, we also opened several gushing 
wells in Weicheng District, and an additional 800,000 tons of oil extraction 
capacity is expected to be obtained within the year. It has been estimated 
that oil extraction capacity will reach 5 million tons in 1985. 


Of the key railway projects, 300 kilometers of railway transport lines were put 
into operation, and the double-tracking and electrification of another 300 
kilometers were completed in the first half of this year. Construction on the 
lower half of the Beijing-Qinhuangdao Railway, which is being double-tracked 
and electrified, has been basically completed. The connection of 140 
kilometers of track on the western section of the second line was moved up to 
mid-May, and the laying of the tracks and opening of the entire line to traffic 
may be moved up by half a year to the year after next. Since work began on the 
Yanzhou-Shijiusuo Railway, the rate of progress has steadily increased. By the 
end of May, 64 percent of the ground construction and 59 percent of the 
construction of the bridges and culverts had already been completed. The 
roadbed of the section from Yanzhou to Lingi has already been formed, and the 
tracks are in the process of being laid right now. It is estimated that 140 
kilometers of tracks will be opened to traffic by the end of the year. If we 
work hard on the remainder of the construction in the next few months, it is 
possible that the railway will be able to open to traffic in the first half of 
next year. The Beijing-Baoton Railway, which has assumed responsibility for 
the task of transporting Shanxi's coal to other areas, has undertaken the tasks 
of double-tracking and electrification this past year, and has managed to close 
down the railway for three hours each day in order to speed up its construction 
work. Work on connecting the network and setting up the lines has already 
begun on the entire line, and it is intended that the entire line will be open 
to traffic next year. 


Investment in the key port projects in the first half of this year was 1.4 
times that of the same period last year. The first stage of construction 

(10 million metric tons) of the coal wharf at Qinhuangdao has already been 
completed and started operations on July lst. The rate of progress of the 
second stage of the project--the hydraulic ground construction--has been 
relatively quick. The complete sets of loading equipment that were brought in 
are now being installed and could be ready for use by next year. The port of 
Shijiusuo, which is being built on the banks of Huanghai, is the first Chinese 


port which has 100,000-ton deep water berths to be used specially for coal. At 
present, all of the individual construction projects in the port area have 
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already exceeded their annual construction quotas. Hydraulic construction has 
already been launched, and 12 of the 32 caissons have been completed. It is 
estimated that by the end of the year the landing stages will be completely 
finismd as well, that the installation of the machinery and equipment will 
begin next year, and that the whole projects will be completed and be ready for 
transporting coal by the following year. Bayutuan Port, the new northern port 
at Yingkou, with a total of 14 berths, has completed “preparation of the 
infrastructure”, and formally began construction on July lst. In July, trial 
operations began on the 30,000-ton phosphate berths at the Zhanjiang port. 


The textile and other light industrial projects also attained unprecedented 
rates of progress in the first half of the year. The main construction and the 
support project of the Yantai Synthetic Leather Factory, with an annual 
production capacity of 3 million square meters of synthetic leather, have been 
basically completed. By the end of the third quarter the production line could 
be brought completely onstream, and trial production could be carried out and 
acceptance checks be made by the end of the year. The main portion of 
construction of a sintering plant and a phosphate furnace of the Kumsing Sodium 
Tripolyphosphate Factory, with an annual production capacity of 70,000 metric 
tons of sodium tripolyphosphate and 25,000 metric tons of raw materials for 
synthetic detergents, has already been completed. The equipment and pipeline 
installation and related construction have also entered the final stages, and 
trial production may begin in September. The second phase of construction of 
the Shanghai Petrochemical Complex, with an anrual capacity of 200,000 metric 
tons of raw materials for polyester fibers, has reached the peak of equipment 
installation. The integrated units have all been put into place, and most of 
the pipeline equipment has beer connected. It is estimated that it will be 
completed and production will begin in 1985. Since construction began last 
year on the Yizheng Chemical Fiber Plant, with an annual production capacity of 
180,000 metric tons of polyester fiber staples, progress has been rapid. The 
main portion of the ground construction has already been completed, and it is 
estimated that the plant will start operating next year. 


The key building materials projects have progressed rapidly as well, and their 
product quality has improved. The three cement plants--Jidong, Ningguo and 
Huaihai--whose equipment was imported in complete sets from overseas, have all 
entered the equipment installation stage. The quality of both the internal and 
external ground construction of the Jidong Cement Plant has been excellent. 

The pit machine, grinding machine and other principal equipment installation is 
almost finished, and the quality of installation has been highly praised by the 


foreign srecialists. ‘truction ma, be completed entirely and the plant may 
be ready tu begin o; n by the 4t quarter. Most of the ground 
construction is fini and the primary equipment has been installed at the 


Ningguo Cement Plant. At present, construction is being speeded up to ensure 
that the plant will be able to begin production in the 2nd half of the year. 
Progress has been smooth at the Nanning Glass Plant and the Yaohua Glass Plant 
at Qinhuangdao, and both of them should be completed and ready to begin 
operations next year. 


Since the construction of a few of the key chemical fertilizer and chemical 
projects has been revived, there has been a great deal of progress. The 
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Zhejiang Chemical Fertilizer Plant has completed the installation of systems 
and equipment to produce 300,000 metric tons of synthetic ammonia. In 
mid-August the plant began trial operations, and equipment to produce an 
estimated 520,000 metric tons of carbamide will begin operating next year. The 
Xinjiang Chemical Fertilizer Plant has just begun to install equipment to 
produce 300,000 metric tems of synthetic ammonia, and its carbamide systens 
have begun operation als». Construction of the Daqing Chemical Plant, which is 
to produce 300,000 metri:> tons of ethylene and other raw materials has been 
completely launched, and 7 sets of ethylene and high-pressurized polyethylene 
producing equipment are being installed now. Construction of the section which 
will produce raw materials has begun, and by the end of the year we could have 
100,000 metric tons of light carbon production capacity. With the massive 
support of all levels of government in the locality, the Nanjing Chemical 
Plant, which will have a production capacity of 300,000 metric tons of 
ethylene, rapidly completed the procurement and transfer of 6,000 mu of land 
for construction during the first half of the year, advancing the creation of 
conditions allowing construction to get underway. And the construction of the 
Beijing Dongfang Chemical Plant, which will be the foremost producer of a 
series of acrylic resin compound products, will be completed by next year. 


The key metallurgical projects turned over a new leaf in their construction. 
The frame of the main sintering plant of the Baoshan Steel Complex has been 
finished, and fire-resistant bricks have already been laid in 2 furnaces with 
50 openings. The roof of the first large blast furnace has been sealed. The 
furnace structures for two 300 metric ton pure oxygen top-blown converters, two 
primary rolling mills and the machine frames for six continuous mills have 
already been put into place. The first stage of construction will be completed 
in accordance with the fixed goal of igniting the blast furnaces by 

September 1985. The stripping project of the Yongping Copper Mine may be 
completed this year; construction of the ore dressing section will be completed 
next year. The preparatory work for the construction of the Shanxi Aluminum 
Plant is in order, and actual construction will begin soon. 


The construction of the key non-productive projects has been moving forward. 
Since the construction of the 83,000 square meter, 1,000-bed Sino-Japanese 
Friendship Hospital began last year, progress has been smooth. The quality of 
construction has been excellent, and the hospital may be completed and ready 
for operation according to plan. The construction of the 140,000 square meter, 
20 billion volume new Beijing Library has overcome immense difficulties in 
acquiring land and in moving, and a portion of the construction team has 
already entered the construction site and will begin breaking ground in 
September. After the completion of the preparatory work, construction of the 
Central Color Television Station, which will be 100,000 square meters in size 
and which will have 4 program broadcasting systems, formal construction began 
in May. 


At present, the overall situation of the construction of 120 key construction 
projects is favorable. However, some problems still exist, the three most 
outstanding of which are: 1) the planned investment has been exceeded. 
According to investigations into the 70 key projects by the relevant 
departments, 46 of the 70 projects will exceed their originally stip cated 








budgets by 40 percent, amounting to a total of 8.4 billion yuan. If the 
estimated budgets are surpassed by large amounts, then of course this reflects 
that the quality of the originally compiled budget was not high, and that many 
items were left out, or that it was a result of increases in the prices of 
equipment and raw materials. But there are a fair number of problems which 
have been the result of errors in construction planning and policies, and of 
poor management of construction and construction units, and of the damage and 
waste created by tie few groups in our society which are accustomed to “reaping 
some profit" on the large projects. 2) The internal and external construction 
of a few of the projects has not been well-coordinated. Conditions for 
acquiring the raw materials and fuels, and facilitating the transportation 
necessary to let the projects begin operations have not been created, and this 
has influenced the timing of the operations and the full play of economic 
results. 3) The conduct, design and construction of the projects has not been 
coordinated sufficiently, and this is bound to have an impact on the rate of 
progress of construction and the length of the construction periods. These few 
problems have already been brought to the attention of those at the relevant 
high levels, and effective measures to resolve these problems are being 
adopted. 


In order to speed up the completion of the national key construction projects, 
and to produce economy in our investments, high quality, short construction 
periods, and favorable economic results, the Central Committee work meeting 
convened not too long ago to discuss the problems of centralized financial and 
material resources and the strengthening of key construction suggested that, in 
a fashion similar to that of the construction of 156 key projects during the 
period covered by the first Five-year Plan, we should bring every positive 
factor into play and mobilize the whole nation to assist in the key 
construction. The national work conference on capital construction that just 
adjourned also drew up concrete plans for going one step further in ensuring 
the success of the key construction projects. It determined that the 
departments and local responsibility systems which are to carry out key 
construction, the departments with a heavy responsibility for key construction, 
and the provinces, cities, and autonomous regions should all establish key 
construction groups directed by primary leading cadres, and they should work on 
improving leadership. It determined that at the time the plan was formulated, 
priority was given to the investinent funds needed by the key projects in 
accordance with reasonable time limits for their construction, and that there 
were no gaps. It determined that the raw materials and equipment needed by the 
key projects were supplied by contract as a complete set of integrated units of 


the State material supply departments and machine-manufacturing departments. 
It also determined that all of the key construction projects should implement 
and construction, and guarantee progress and quality in construction, It asked 


that the design and construction units responsible for the key construction 
projects select better and strongly supported staff and workers, be meticulous 
in design and construction, and guarantee progress and quality in construction. 
It asked the relevant departments to readjust the leadership groups which have 
been weak in directing the construction units, and to enrich their selection of 
cadres who have participated in the construction of large projects in the past, 
who understand the work involved in capital construction, and who are in their 
prime of life to take responsibility for on-the-spot guidance of construction. 
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We can fully believe that, under the meticulously-designed strategies and 
proper direction of the Party Central Committee and the State Council, and with 
the unified efforts of different quarters and the assistance of peoples 


throughout the nation, the construction of key projects will undoubtedly attain 
one victory after another. 
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CONSTKUCTION 


SHANXI BANK MEETING ON CAPITAL CONSTRUCTION 
HKO42359 Taiyuan Shanxi Provincial Service in Mandarin 2300 GMT 2 Mar 84 


[Text] The provincial construction bank work conference, which concluded 
recently, proposed that the scale of capital construction this year should 
continue to be restricted, so as to ensure the needs of funds for key 
construction projects; and it is necessary to support technical transformation, 
to lower the building cost of projects, and to make new contributions to ful- 
filling the national plan. 


Our province is a base area of energy and heavy and chemical industry construc- 
tion. There is a comparatively large concentration of important backbone 
industries that concern the national economy in the province, such as coal, 
electricity, railways, and chemical fertilizer. The number of key national 
construction projects in the province affirmed by the state has grown to 15 from 
last year's 7, and there are 20 more at the provincial level that must be ensured. 
To do a good job in the construction of these key proiects and the items serving 
these key projects is a matter of great importance for invigorating the economy 
and realizing the strategic target proposed by the 12th CPC National Congress. 


In order to do a good job in providing loans and allocating funds in accordance 
with the national plan, to control the scale of capital construction within the 
national plan, and to ensure the acceleration of construction and smooth progress 
of key projects, the provincial construction bank will adopt four measures: 

1. Those key projects that have accelerated their pace in construction will 

be given transitional loans before approval by the state of a supplementary 
budget. 2. The supply of funds to key projects should be organized in line with 
the principle of seeking truth from facts, flexibility in practice, and ensuring 
the demands. 3. It is necessary to strengthen supervision and inspection on the 
utilization of funds in key projects, and to take precautions against waste, while 
the unhealthy trends of arbitrary apportioning of funds and fleecing the big 
enterprises should be corrected whenever they appear and be resolutely resisted. 
It is necessary to lower the building costs by every means and to bring into full 
play the effects of investment. 4. It is required that the first or second person 
in charge of the banks at various levels should personally take a grasp of key 
projects, go deep into the construction sites, conduct investigation and study, 
help the key projects take stock of accounts and heighten their level of policy 
and management, and bringing into full play the banks’ role as economic lever 

in credits and loans. 
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DOMESTIC TRADE 


BRIEFS 


TIANJIN TRADE FAIR--The 1984 Tianjin Municipal Commodity Trade Fair lasted 16 
days and ended on 3 March. About 10,000 representatives from 29 provinces, 
municipalities and autonomous regions participated in this trade fair. The 
total business volume of this trade fair reached 413 million yuan, an increase 
of 3 percent over 1983. [Summary] [Tianjin City Service in Mandarin 0030 GMT 
4 Mar 84 SK] 


LARGE TRADING CENTER--Harbin, 11 March (XINHUA)--A big trading center for ex- 
changing production materials has been set up and began services in the city 
of Harbin in Northeast Chine. Occupying an area of 12,000 square meters, 
the trading center is the biggest of its kind in Northeast China. The es- 
tablishment of the trading center is the product of current reforms in the 
production materials management system, which [is] aimed at breaking down 
the barriers between different departments and regions and stimulating the 
flow of materials and reducing stockpiling, officials at the trading center 
said. The center will facilitate units of different departments and admin- 
istrative regions to supplement each other's needs. Since it opened on 

8 March, over 1,500 people from Beijing, Tianjin, Wuhan, Shandong and other 
p ces participated in the trading activities and the total volume of busi- 


ness has come to 10 million yuan. [Text] [0W110830 Beijing XINHUA in English 
0750 GMT 11 Mar 84] 
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FOREIGN TRADE 


ECONOMIC COOPERATION WITH THIRD WORLD DEVELOPED 
HKO91304 Beijing GUANGMING RIBAO in Chinese 3 Mar 84 p 3 


[Report by Liu Xiaoyun [0491 1420 0061]: "China Energetically Develops 
Economic and Technological Cooperation With the Third World"] 


[Text] In recent years, China has developed economic and technological coop- 
eration with the Third World, accumlated funds for construction, tempered the 
contract contingent, and promoted the development of South-South cooperation. 


So far, China has developed contract projects and labor service cooperation 
with more than 40 countries and areas and signed nearly 1,000 contracts, 
worth some $1.8 billion. The overseas projects which the Chinese companies 
have contracted for are mainly projects of civil engineering, and bridge, 
highway, housing construction, and water conservancy. In labor service coopera- 
tion, China has mainly dispatched personnel of various capital construction 
projects, technicians and technical workers of production units, seamen, doc- 
tors, and chefs. In addition, China has developed cooperation in production 
with Romania and Yugoslavia in establishing long-term production contracts, 
providing spare parts to each other, and providing service; China has carried 
out joint-venture business pilot projects in Nigeria and other 14 countries 
and developed multilateral cooperation with Third World countries through the 
UN Development Program and other organizations, 


Meanwhile, China has continuously given assistance to 64 Third World countries, 
established new economic cooperation with 13 countries, and arranged a total 

of 402 new construction projects, of which 97 have been completed and turned 
over [to] the countries concerned, The construction projects in which China 
has given assistance to other countries include agriculture, water conservancy, 
chemical industry, machinery, hospitals, schools, and gymnasiums, The con- 
struction of these projects is characterized by small investment and quick 
results, and they have been warmly praised by the governments and peoples of 
the countries concerned. 


In order to fulfill the task of assisting other countries and carrying out 
various international economic and technological cooperation, China has dis- 
patched tens of thousands of experts, technical personnel, workers, and medi- 
cal personnel to work in Third World countries. They have overcome various 
difficulties in foreign countries and worked hard, winning honor for the 
motherland. 
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FOREIGN TRADE 


PRC SPEEDS UP IMPORT OF ADVANCED TECHNOLOGY 
HKO70951 Beijing JINGJI RIBAO in Chinese 3 Mar 84 p 1 


[Report by Contributing Reporter Zhao Zhiren [6392 2535 0088]: "Import of 
Advanced Technology Accelerates Technical Transformation of Enterprises] 


[Text] With the direct concern of the CPC Central Committee and the State 
Council, quite a lot of progress has been made in the import of 3,000 ad- 
vanced technological achievements from foreign countries and the pace of 
the technical transformation of enterprises has been quickened. According 
to incomplete statis:ics, last year, in carrying out the technical trans- 
formation of our existing enterprises with imported facilities and technol- 
ogies principally paid for with state foreign exchange, we signed more than 
600 contracts worth S600 million with foreign countries. The number of 
deals done was greater than that in previous years. 


In 1982, the State Council decided to import 3,000 advanced technological 
achievements from foreign countries between 1983 and 1985, that is, within 
the latter 3 years of the sixth 5-year plan period. In order to speed up 
the import of technologies, in March last year, the State Council decided to 
let Shanghai and Tianjin launch pilot projects on the exercise of greater 
decisionmaking power over the technical transformation of small and medium- 
sized enterprises with imported technology. Practice has proved that these 
are correct measures for accelerating the technological advance of the 
enterprises. 


In 1983, in importing facilities and technologies from foreign countries, 
Shanghai did 262 deals with foreign countries at a total value of more than 
$210 million. The number of deals done was 360 percent of the average num- 
ber of deals done in each of the 4 years from 1979 to 1982, and the total 
value of the deals was 350 percent of the latter. Tianjin did 157 deals 
with foreign countries at a total value of more than $130 million, which is 
equal to 620 percent of the average number of deals done in each of the pre- 
vious 4 years, and the total value of the deals was 920 percent of the aver- 
age value of deals in the previous 4 years. In 1983, the whole country im- 
ported more than 600 technological works. They were the first imports in 
the plan for the technical transformation of existing enterprises, particu- 
larly the small and medium-size enterprises. After we have put them into 
operation, tiey will enable more than 600 small and medium-size enterprises 











to enhance their production and technological capacities and to improve their 
economic results and qualities. Of the technologies imported last year, one- 
third were principally software technology. The rest included imported key 
facilities, equipment, and production lines. The past practice of importing 
many complete sets of facilities has been changed. In importing technologies 
from foreign countries, attention is focused on the economic results. In 
addition, priority is given to those which require little investment and 
which can create big and quick profits. 
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FOREIGN TRADE 


CALL FOR CENTRALIZATION IN FOREIGN TRADE 
HKO90243 Beijing JINGJI RIBAO in Chinese 3 Mar 84 p 2 


[Report by Dong Yulin ]5516 3022 2651]: “Work Meeting Held by Ministry of 
Foreign Economic Relations and Trade and State Commission for Restructuring 
Economic System Calls for Strengthening Centralization and Unification in 
Foreign Trade and Rapidly Increasing Economic Returns"] 


[Text] The national foreign trade work meeting, held by the Ministry of 
Foreign Economic Relations and Trade and the State Commission for Restructur- 
ing the Economic System, concluded in Beijing on 28 February. The meeting 
called for strengthening centralization and unification in foreign trade, 
overcoming certain phenomena of confusion in foreign trade work, and rapidly 
increasing economic returns, while continuing to protect and give play to 

the initiative of local authorities, departments, and enterprises, so that 
China's foreign trade can be developed better and more healthily. 


The meeting pointed out that in order to develop China's foreign trade more 
healthily, it is necessary to strengthen the administrative management of 
foreign trade and to change the phenomenon of multiple management. The power 
of administrative management in China's foreign trade should be centralized 
in the Ministry of Foreign Relations and Trade so as to conduct unified leader- 
ship and centralized management by the relevant department. The jobs the 
Ministry of Foreign Relations and Trade has to do in this centralized manage- 
ment are: study and work out laws, regulations, policies, and principles for 
foreign trade and organize and supervise the implementation of these laws, 
regulations, policies, and principles; organize people to work out the long- 
term and annual plans for the foreign trade of the whole country and super- 
vise and examine how they are carried out; approve, under unified leadership 
of the relevant department, the establishment, merging, and disbandment of 
China's foreign trade organizations both at home and abroad; approve and 
issue, under unified leadership, import and export licences and make overal] 
arrangements and conduct concentrated management in allotting quotas and 
limits for import and export commodities; and work out concrete policies for 
foreign trade with specific countries and regions, organize trade talks be- 
tween governments, sign trade agreements and supervise the implementation of 
these agreements, and examine the trademarks of export goods. At the same 
time, it is necessary to further strengthen the management of both import 

and export goods. The transactions in dozens of commodities, which are to 
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be exported in large quantities and which have many rivals in the world market, 
such as grain, crude oil, processed oil, cotton yarn, drawnwork, pottery and 
procelain, and so on, must be conducted by general foreign trade corporations 
(including those in the industrial departments). The local authorities are 
responsible for delivery of goods and settling accounts. The transactions in 
other export goods can be conducted by either branch companies or trading 
ports as entrusted by the general corporations or by both under the unified 
arrangements and management of the general corporations so as to act in unison 
in foreign trade. The commodities which have been exported by central indus- 
trial departments (such as machinery equipment, boats and ships, coal, siik, 
and so on) will continue to be exported by these departments. The import of 
large quantities of the commodities which can easily be monopolized in the 
world market, such as grain, steel, chemical fertilizer, timber, boats and 
ships, and sugar, must be conducted by the general corporations under unified 
leadership. With their foreign exchange reserves, localities can also import 
goods through various local economic and trade departments (or committees or 
bureaus) with the approval of relevant units in charge of the work. 


The meeting pointed out that centralization and unification do not mean 
rigidity, but mean continuing to mobilize the initiative of various fields 
under centralized and unified leadership so that foreign trade can be car- 
ried out in a lively way and so that a situation of lively and vigorous de- 
velopment can be created, in which there is both centralization and flexibil- 
ity. The meting required that staff and workers on the economic and trade 
front unify their thinking with the spirit of party rectification, deepen 
their understanding, improve their work style, and strengthen discipline, 
and, on this basis, work out concrete plans. They must really have produc- 
tion in mind and be eager in meeting the needs of production. They must en- 
thusiastically serve production, serve scientific research work, and serve 
the customers, and correct the bureaucratic work style in business. 


CSO: 4006/ 461 
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FOREIGN TRADE 


JINGJI RIBAO ON APPROPRIATE IMPORT OF TECHNOLOGY 
HKO90611 Beijing JINGJI RIBAO in Chinese 3 Mar 84 p 1 
[Editorial: "Scale New Heights in Work of Importing Technology"™] 


[Text] Since our country implemented the open-door policy, the CPC Central 
Committee has defined a guideline calling for actively importing technology 
and has encouraged business circles to carry out extensive economic and tech- 
nical exchanges and cooperation with foreign enterprises. The leading com- 
rades at the central level has issued many directives stressing that we must 
impert technology to reform medium-sized and small enterprises and start 
large numbers cf projects. For this reason, the State Council has taken a 
series of important reform measures. Thanks to efforts in all quarters, grati- 
fying achievements have been scored in the business of importing technology. 
The number of completed transactions involving the reform of medium-sized and 
small enterprises using imported technology throughout last year was more 
than the total for the last few years. This means that we have taken a big 
step forward, Many medium-sized and small enterprises have undergone obvious 
changes in their features. <A sound foundation is thus laid for creating a 
new situation in importing technology for the reform of existing enterprises. 


But due to our lack of experience in doing work of this kind, many problems 
and drawbacks still exist. For example, the phenomenon of importing overlap- 
ping technology assumes relative seriousness. Sometimes there is also the 
phenomenon of numerous investigations into a single item because people are 
competing for the chance to travel abroad. Of the imported projects, hard- 
ware equipment still tends to account for an excessive proprotion, while soft- 
ware technology represents too small a percentage. Assimilation of imported 
technology is realtively unsatisfactory, so that still greater economic re- 
sults fail to materialize. All such cases have a direct effect on the de- 
velopment of the business if importing technology and must be seriously studied 
and solved by us. 


In the past 2 years, the leading comrades of the State Council have time and 
again stressed: "There must be proper policy relaxation. The authority to 
examine and approve relevant cases must be properly entrusted to the lower 
levels. Relevant procedures must be made as simple as possible.” Experience 
shows that such a directive is entirely correct. It helps accelerate the 

pace of importing technology and reforming medium-sized and small enterprises. 
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We should firmly and unswervingly carry it out. But given a gradual increase 
in technology imports, we must strengthen centralized leadership and gradually 
formulate and perfect a whole set of organizational and management measures 
for the introduction of technology. Certain areas and units have failed to 
listen seriously to the advice of specialists in the technological field. 

They rush to take up projects and carry out activities with foreign countries 
without studying possibilities and verifying things and without making neces- 
Sary preparations in advance. This is likely to cause loss or waste and to 
reflect on our country's credit in dealing with foreign countries. 


To overcome the drawback of importing overlapping technology, we must set our 
sights on the situation as a whole in obtaining technology. Guided by rele- 
vant business plans and the stipulations of the relevant central department, 
we must realistically strengthen the management of imported projects by the 
parties concerned and the coordination of such projects. We must thus strive 
to make the business of importing technology proceed in a planned and system- 
atic manner. 


Experience at hone and abroad shows that importing technology is a shortcut 
to stimulate the technical improvement of an enterprise. Given an energetic 
effort to import such advanced technology as appropriate, to gain time, we 
must properly import certain important inspection and measurement equipment 
and assembly lines which cannot be immediately produced in our country, or 
whose production can be managed but whose quality cannot be guaranteed. The 
purpose is to accelerage the pace of technical improvement. This practice 
is still necessary. But we must pay great attention to importing software 
and, for that matter, render concentrated support. Thus, imports of software 
technology can gradually occupy an important position, so that we can 
strengthen our country's capacity for independently developing and creating 
new techniques. 


In importing technology, we must make the quickest possible switchover to 
what has to do directly with production capacity. To this end, we should 
attach importance to the business of assimilating and absorbing imported 
technology and pay attention to organically combining the study of foreign 
technology with the use and study of existing technology at home. At present, 
we must establish mass cooperation between departments, which chiefly use 
complete sets of domestically made equipment, and relevant areas, and carry 
out joint efforts in tackling scientific and technical problems; organize 

new complexes combining scientific research, design, and production; and 

give full play to the role of scientific and technical personnel in various 
fields of the country. This is a matter of urgency. To solve in the shortest 
possible time the problem of "poor digestion” that has appeared in importing 
technology, various enterprises must realistically strengthen the training 

of technical personnel and invite foreign specialists to give guidance, where 
the need arises. 


Developing socialist economic and scientific enterprises is the fundamental] 
aim in importing technology. Ours is a country marked by a socialist system, 
We must give full play to the superior features of our socialist system. In 
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importing technology and reforming existing enterprises, we must coordinate 
all the activities of the nation as in a chess game. We believe that as 
long as various areas and departments strengthen leadership and management 
and act in concert, we can surely go a step further in the work of importing 


technology. 
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FOREIGN TRADE 


BRIEFS 


EXPORT COMMODITIES EXHIBITION--Bangkok, 8 March (XINHUA)--An exhibition of 
Chinese export commodities opened here today, the third of its kind ever held 
in the Thai capital since the two countries esta»listed diplomatic relations. 
On display are over 2,000 exhibits including machinery, chemicals, medical 
equipment, building materials, electronic products, light industrial commodi- 
ties, textiles, handicrafts, carpets, medicinal herbs and tea leaves. Thai 
Minister of Commerce Koson Krairoek cut the ribbon to open the exhibition and 
wished it a success. [Text] [0W081351 Beijing XINHUA in English 1325 GMT 8 
Mar 84] 


SHANGHAI TO HOST INTERNATIONAL EXHIBITS--Shanghai, 29 February (XINHUA)-- 
Thirteen international exhibitions will be held here this year, the Shanghai 
branch of the China Council for the Promotion of International Trade announced 
today. At least seven more will open next year, most of these sponsored by the 
Shanghai organizations, a spokesman said. Foreign firms will display machines, 
equipment, motor vehicles, chemicals, textiles, energy conservation and environ- 
mental protection technology, buiiding materials and petroleum machinery, he 
said. The Shanghai branch and the city's foreign trade departments will hold 
technical exchanges and trade negotiations with foreign firms during the ex- 
hibitions, he added. Large exhibitions to be held this year will include an 
international textile industry exhibition, an international petroleum machinery, 
equipment and technology exhibition and an international plastics and rubber 
industry exhibition. Since 1979, the Shanghai branch has sponsored 20 inter- 
national exhibitions attended by 600,000 people, the spokesman said. [Text} 
[OW292032 Beijing XINHUA in English 1447 GMT 29 Feb 84] 


FOREIGN TECHNCLOGY EQUIPMENT IMPORTED--Beijing, 2 March (XINHUA)--Imports of 
technology and equipment for electronics, food processing and the production of 
textiles, home appliances and building materials are the focus of Beijing's in- 
dustrial development plans, according to Feng Mailun, deputy director of the 
city’s foreign economic relations and trade department. Addressing a seminar 
here on legal aspects of international technology transfers, Feng said Beijing 
would use imports to upgrade and equip its 3,7U0 existing industrial enterprises, 
which now employ 1.5 million people. The municipality's industrial output in 
1983 rose to 25 billion yuan ($12.5 billion U.S.) while its sales volume ranked 
second among China's cities, he added. Since 1979, Feng said, Beijing signed 

534 agreements and contracts with foreign partners. These involved $740 million 
U.S., $200 million of it for tourist services projects. The foreign businesses 
were mostly from Europe, the United States and Japan. Special attention will be 
given to imports of computer software technology, Feng said, adding that he was 
confident that competition in commodities markets would help promote the develop- 
ment of international technology transfers. [Text] [OW021817 Beijing XINHUA in 
English 1632 GMT 2 Mar 84] 
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TRANSPORTATION 


PRC TO ANNOUNCE BIDDING FOR RAILWAY PROJECT 
OW121239 Beijing XINHUA in English 1157 GMT 12 Mar 84 


[Text] Beijing, 12 Mar (XINHUA)--China is to announce the bidding for a rail- 
way project on [date omitted] (Thursday) and sell the bidding documents on 

20 March, the China National Technical Import Corporation (CNTIC) said here 
today. 


CNTIC said that China would use a loan of 220 million U.S. dollars from the 
World Bank to build and improve two railway lines. The actual projects in- 
clude the electrification of a 355-kilometer-long railway line from Taiyuan, 
capital of the country's largest coal producing province of Shanxi in north 
China, to Datong City, a large coal producer in the province; the building 
of a 165-kilometer-long railway line from Xinxiang in northern Henan Pro- 
vince, central China, to Heze [place name as received] in neighboring Shandong 
Province, and the improvement of a 135-kilometer-long section from Heze to 
Yanzhou in the same province. Construction of a new 310-kilometer line from 
Yanzhou to the port of Shijiu, a coal terminal on the east coast, is undervay 
with loans provided by Japan. 


Like Shanxi, Henan and Shandong are all major coal producers. The completion 
of these railway projects will help ease the strains on local coal transport. 


A CNTIC spokesman said that energy and communications constituted two prior- 
ities in China's current economic construction. Although relying mainly on 
herself to support projects in these fields, China also uses foreign funds 
through various channels, including the World Bank, to accelerate energy and 
communications construction. 


According to CNTIC, China will use the most part of the World Bank money to 
purchase, through international bidding, rolled steel, timber, cement, con- 
struction equipment, electrification equipment, computers, and other machines. 
An agreement on the loan is to be signed soon. 


CNTIC said that the bidding, to be announced on 15 March, would be the first 
of two biddings. 


Last year China announced bidding for a hydro-electric power station project 


and two oil projects, also to be financed with World Bank loans. Bidding has 
been opened but the winning bids have not yet been announced. 
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TRANSPORTATION 


BRIEFS 


BOEING-747-200 IN CAAC FLEET--Beijing, 12 Mar (XINHUA)--A Boeing-747-200, 
widebodied jetliner that carries 291 passengers and 30 tons of cargo, will 
go into services on routes between China and Japan, France and the United 
States from 1 April, according to the Civil Aviation Administration of 
China today. An official of the administration said the jumbo yet, bought 
from the U.S. Boeing Company last December, is scheduled to fly from Bei- 
jing to Tokyo, Paris, San Francisco and New York. The official said three 
Boeing-/747SP flights a week will be added to the Beijing-~-Hong Kong route 
while Boeing-707 service will continue. [Text] [O0W120851 Beijing XINHUA 
in English 0832 GMT 12 Mar 84] 


TIANJIN ADDS NEW WHARF--Tianjin, March (XINHUA)--The Bohai Petroleum Cor- 
poration under the China National Offshore Oil Corporation (CNOOC) has put 
into operation a wharf for Sino-Japanese joint petroleum exploration in the 
Bohai Sea. Located near the Tianjin new harbor, the 90-meter-long berth 
can handle 3,000-ton vessels. The ships that carried equipment for the 
joint exploration used to dock in the new harbor where they often had to 
wait for unloading. [Text] [0W120115 Beijing XINHUA in English 0723 GMT 

6 Mar 84] 
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AUTHOR: 7HOU Jinghua [0719 7234 5478] 

ORG: Institute of Acoustics Chinese Academy of Sciences 

TITLE: “Synthetic Aperture Imaging for Nondestructive Testing" 

SOURCE: Beijing YINGYONG SHENGXUE [APPLIED ACOUSTICS| in Chinese Vol 2, No 4, 


ket B83 pp 1-7 

ABSTRACT; The concept f imaging with regular lenses ha been extended to 
apply to focusing scan imaging and synthetic aperture imaging. The potential 
of the newest technique in improving image quality is explained, The experi- 
mental work on the subject by Prof. Kino of Stanford University, in which the 
author had once participated, is comprehensively described, including the 
arrangements suitable for imaging in supersonic NDT, the new caliber selection 
method to resolve the probler of lens reflection and it computer simulation, 
the realtime imaging system, and a portion of the obtained results. The paper 
also attempts to explain: (1) The difference between routine lens imaging and 
ynthetic aperture imaging; (2) The manner with which computer simulation can 
delay the beam action so as to realize the goal of focusing and three- 
limensional imaging easily; (3) The delay between emission and reception of 
the acoustic signals during synthesis can cause the eltfective aperture to be 
doubled and a higher resolution obtained. The technique is, theretore, very 
promising for supersonic nondestructive testing as we 11 as medical diagi.sis 
but insofar as imaging of highly complex shapes, considerable theoretical and 


experimental studies are still needed to resolve some import int and outstand- 


Lily problems. 











{ONG KONG ECONOMIC TRENDS 


PRESERVATION OF HONG KONG PROSPERITY STUDIED 
OW130038 Taipei CHUNG YANG JIH PAO in Chinese 8 Mar 84 p 1] 


[Text] Chiu Chuang-huan, vice president of the Executive Yuan [vice premier] 
indicated yesterday that the government highly admires the Hong Kong country- 
men's endeavor and spirit to fight for freedom, and that the government is 
also extremely concerned with their freedom, well-being and security. He 
said the Republic of China will exert the greatest effort to preserve Hong 
Kong's status of being a “free Hong Kong." 


Chiu Chuang-huan made the statement at the 6th Plenary Session of the 7th 
Congress of the lst National Assembly yesterday afternoon. In reply to the 
proposals made by some national assemblymen after reviewing the Executive 
Yuan's administrative report, he reaffirmed the povernment's fundamental 
stand toward the Hong Kong issue. 


He pointed out: The lease of Hong Kong and the New Territories will expire 
in 1997. This issue is under negotiation between Britain and the Chinese 
Communist regime. In this connection, the Chinese Government has repeatedly 
stated that ‘the Government of the Republic of China will never recognize any 
agreement reached between Britain and the Chinese Communists regarding the 
future of Hong Kong." 


Chiu Chuang-huan stressed: ‘The sovereignty over Hong Kong must be returned 
to the Republic of China in the future, and Hong Kong's prosperity must be 
preserved’; ‘The Hong Kong countrymen's aspiration for freedom must be re- 
spected"; and ‘Hong Kong must never be put under the control of the communist 
bogus regime." 


The vice premier indicated that the "future plans" (referring to Hong Kong 

being administered by Hong Kong people, turning Hong Kong into a special re- 
gion, and so forth) recently put forward by the Chinese Communists are nothing 
more than baits meant to lure our countrymen in Hong Kong into the communist 
trap, but that these plans, which are also meant to create an illusion of moder- 
ation, certainly will not be trusted by the residents in Hong Kong. 


He pointed out that the government is extremely concerned with Hong Kong res- 
idents' freedom, well-being and security, and that departments concerned have 
informed an ad hoc group to study from different angles various feasible ways 





to preserve Hong Kong's freedom, stability and prosperity as well as the 
rights and interests of our countrymen in Hong Kong. 


Furthermore, the vice premier continued, the government has been keeping 
close touch with leaders of all circles in Hong Kong regarding the Hong Kong 
issue. At the same time, the government has also mustered the efforts of all 
overseas communities, international organizations and influential people all 
over the world to give all-out support for the residents in Hong Kong. 


Chiu Chuang-huan said that Overseas Chinese communities have now formed a 
“World Overseas Chinese Committee for Supporting Hong Kong Countrymen in 
Safeguarding Their Rights and Interests," and that its operation is actively 
developing. 


Chiu indicated that Hong Kong's ability over the past several decades to be- 
come a free and economically prosperous international port can be fully at- 

tributed to the efforts exerted by our 5 million or so countrymen, and that 

such achievements must never be ignored. Chiu said: We must give our Hong 

Kong countrymen all-out support in safeguarding their freedom, in preserving 
the fruits of their efforts and in preserving liong Kong's status of being a 

“free Hong Kong." 
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